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Certain statements contained herein are not based on historical fact and are “foward-looking statements” within the meaning of the applicable securities
laws and regutations. Owing to the uncertainties inherent in forward-looking statements, actual results could differ materially from those set forth in forward-
looking statements, Please see page 14 of the Form 10-K, included herein.




At the heart of our success is a passionate
w@fk?@ff@@ that is motivated by our vision
and inspired by our goals.

PRESIDENT’S LETTER

Dear Fellow Stockholder,
Thank you for investing in our brand, and in our values.

Success can be measured both in profit and in the good we can do in the world.

[ am pleased to present an annual report that documents our progress on both
fronts, and I'm grateful for everyone who has helped us along the way. From our
supply partners to our wholesale customers, from shareholders to consumers—
we strive to provide the ultimate coffee experience and to share in mutual success.
This report shows the progress we are making together. Thank you for joining us
on our path to a better world and for helping to make a difference.

We delivered strong financial returns in fiscal 2005, despite the challenges of a
volatile green coffee market and rising fuel prices. Net sales increased by 17.5%
over the prior year, and net income increased by 14.5% after recognition of our
investment in Keurig®. Diluted earnings per share rose by 10.4%. During a year of
escalating costs, our core business model and strategies proved to be flexible enough
to respond and deliver the desired results. We enjoyed a great yéar of progress
and continued to build a strong foundation for future growth, profitability and
expansion of our market share.

At the same time, we strengthened relationships in coffee-growing communities
that improve the quality of life and help ensure a long-term supply of high quality
coffee. Our message of sustainability resonates with a growing segment of con-
sumers who want to make a difference in the world through the products they
buy. Sales of Fair Trade Certified™ and organic coffees have grown dramatically in
the last four years, both as a percentage of company sales and in absolute pounds.
With our new agreement to supply over 650 McDonald’s with Fair Trade Certified™
Newman’s Own® Organics Blend in fiscal 2006, we anticipate continued strong
growth in our Fair Trade/Organic sales.

McDonald’s is just one example of how we are gearing up for the next phase of
our growth. We are now a $161.5 million coffee roaster, with a multi-channel
brand presence that is growing from the northeast to the rest of the country. I am
more excited than ever by what I see as our competitive advantages in the marketplace.
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Bob Stiller, President
and CEQ, Green Mountain
Coffee Roasters, Inc.




CEO Bob Stiller with young
~ members of the La Voz
co-operative in Guatemala.

Our partnerships with nationally known brands and our multiple distribution
channels are expected to continue to help us achieve wider brand recognition and
higher marker share. In fact, next year we anticipate increasing our annual growth
rate to over 25%.

A significant driver of our growth next year will be in the Office
Coffee Services (OCS) and Consumer Direct channels as we
capitalize on the single-cup brewing revolution. We have the
leadership position in providing K-Cups® to a growing base

of customers who have quickly come to consider the Keurig
Single-Cup Brewer to be either a necessity or affordable luxury

in their busy lives.

Much of our strength as a company comes from our business
partners. Key relationships with Ben & Jerry’s Homemade, Inc.,
Bruegger’s and Newman’s Own® Organics are helping us build
national brand recognition. New customers such as Meijer and
Uni-Mart help us develop new geographic markets. Our recent
selection of BrandBuzz as our advertising agency of record is
designed to help us develop a solid communication strategy, build our brand
equity and fuel future sales. Our relationship with Heifer® International resulted
in Heifer Hope Blend, a delicious Fair Trade Certified™ organic coffee that is
grown in communities where Heifer is fighting hunger. Meanwhile, we continue
to develop new products—including Extra Bold K-Cups to offer a richer, more
full-bodied coffee experience with Keurig Single-Cup Brewers; new, innovative
flavors and seasonal varieties; and the world’s first Fair Trade Certified™ organic
coffee soda—to satisfy market needs and help our customers succeed.

On our way to becoming the high-growth company we envision, we will continue
to invest in our people, our products and our partners. We had a strong year in
fiscal 2005 and our long-term value is in our ability to deliver these kinds of
results for years to come. We have worked to build the infrastructure and increase
our capabilities to achieve our year-over-year goals today, and well into the future.

At the heart of our success is a passionate workforce that is motivated by our
vision and inspired by our goals. Realizing that we have much to learn and

more work to do in creating positive change, we all feel the urgency of creating a
sustainable future. We believe the more successful we become, the more effective
we can be throughout our global communities.

And we know we are not alone in our journey. Thank you for your continued
support of our company and products, and for joining us in making a difference
at home and around the world.

Sincerely,

Bob Stiller
President and CEO
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The final quarter of fiscal 2005 marked our 12th consecutive quarter of double-
digit growth in net sales, net income and earnings per share. We have established
ourselves as a market leader in a dynamic and growing market segment, and we
have continued to build a solid foundation for our future growth. As we
approach our 25th anniversary, were excited to say this is just the beginning.

The strong results of fiscal 2005 demonstrate the Annual Growth Rate, 1993-2005
success of our core business model. Our multi-channel ~ (in ©00's)
marketing strategy makes our coffee conveniently $200,000
available—whether it’s at the supermarket, convenience Compound Annual Growth Rate
. of 18.7% since going public. o
store, workplace, nearby restaurant, or a friend’s $150,000

home. We've found that when people enjoy our
coffee by the cup, they often return to buy it by the

-« » . 100,000
bag. This “cup to pound” strategy has resulted in a ’

compounded annual growth rate of nearly 20% since

| we went public in 1993, and has the flexibility to $50,000 — | : _1
< support long-term growth. M‘; . | l | |

HNEE N
1993 1994 1995 1936 1997 1398 1399 2000 2001 2002 2003 2004 2005

Summary Financial Data 52 wks. ended 52 wks. ended 52 wks. ended
(in thousands except per share data) Sept 24, 2005 Year-over-year Sept. 25, 2004 Year-over-year Sept. 27, 2003

Selected Statement of Operations Data:

Coffee pounds shipped 19,879 +12% 17,734 +14% 15,570

Net Sales $161,536 +18% $137,444 +18% $116,727

Gross profit $56,975 +5% $54,084 +10% $49,011

Income before equity in losses of $9,448 +6% $8,901 +20% $7,393
Keurig Incorparated, net of tax benefit

Equity in fosses of Keurig, ($492) +54% (31,076) +5% ($1,127)
Incorporated net of tax benefit ‘

Net Income $8,956 +14% $7,825 +25% $6,266

Net Income per diluted share $1.17 +10% $1.06 © +23% $0.86

Weighted average shares outstanding 7,667 3% 7,409 +2% 7,260

Selected Balance Sheet Data:
(at end of period)

Working capital $17,172 +46% $11,723 +28% $9,138

Total assets $89,852 +15% $78,332 +33% $59,014
Long-term debt $8,748 -49% . $17,298 +44% $12,031
Stockholders' equity $60,392 +36% $44,415 . +26% $35,148
Long-term debt/equity 14.5% -63% 38.9% +14% 34.2%
Return on equity 17.1% -13% 19.7% -2% 20.1%
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ab §@i@£éjj J©-\w3§ il M h&;ﬂ'& you market, we select partners who will help us gain

geographic density. Customers such as Unimart,
Bruegger’s and Yosemite Waters contribute to our
defensible competitive advantages as we introduce
o Kaithy Rusley, Merris, llinels A our coffee to new geographic markets.

At the same time, we continue to:

D evelop innovative pI‘OdUCtS--- develop and bring to market innovative products
that allow our customers to succeed,

contribute to a sustainable world with products
and partnerships that deliver substantial value to all
stakeholders, from “tree to cup,”

build and leverage brand strength to create demand
for our products, and

create a motivated and engaged workforce with a
high-performance culture and strong focus on
organizational development.

V5 - BRUEGGER'§ Build brand strength...
- . .

Green Mountain Coffee Roasters is the first roaster to market an Extra ETERASEN i v

Bold K-Cup option and is the leading provider of K-Cups.

e A
Contribute to a sustainable world...

Rick Peyser, Director of Sccial
Advocacy and Public Relations,
with Dofia Esperanza at the
grand opening of a training
center in Teocelo, Veracruz,
Mexico. The center will help
develop economic alternatives
to coffee. We donated $35,000
and worked with the non-profit
Coffee Kids to make the center
a reality.
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Create motivated employees...

§

Felipe Huaman of Coop Bagua Grande (Peru) meets with
Carole Lyn Marzi (GMCR Customer Care Rep) in Waterbury,
Vermont.

q

The kiosk designed for Fletcher Allen hospital in Burlington,
Vermont sets the stage for an upscale coffee experience.
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A Solid Platform for Growth

Our People and Culture—Generating Innovation

The very foundation of our platform for growth is in
our employees. Their passion and abilities drive all
aspects of our business success.

We strive to be a highly inclusive company, with a
collaborative work environment that encourages
individual growth and personal awareness. As part of
our employee-centered approach to business, we have
adopted the Appreciative Inquiry (Al) process to focus
and build on what’s positive and working well.

We are committed to creating an environment of
continuous learning and improvement. Our Director
of Continuous Learning has helped us focus our

training on four areas: self direction/self reflection,
managerial coaching, applied learning, and a curriculum
based on our principles and purpose.

Kathy Brooks (VP, Human Resources) and David Cooperrider
(Founder of Appreciative Inquiry) meet at our Appreciative
Inquiry Summit in January, 2005.




Lindsey Bolger, our Director of Coffee Sourcing and
Relationships, teaches quality control in Rwanda.

Etienne Bihogo of Rwanda cups coffee in our lab in
Waterbury, Vermont.

Strength in Our Supply Chain

The success of our company also largely depends
on the success of our partners at the very beginning
of our supply chain: the farmers who grow our
exceptional beans. Forty-seven percent of our coffee
purchases in fiscal 2005 were the result of direct
relations we have with our coffee growers. Main-
taining strong, long-term relationships with growers
enhances coffee quality, community sustainability,
and environmental best practices. Our coffee buyers
regularly go “to source” to train farmers in cupping
and sensory evaluation so that we share a common
understanding of our customers’ quality expectations.
We work side-by-side to create benchmarks so we
can use a shared language to talk about quality.

We recognize that in order to produce sustainable
coffee, the coffee-growing communities themselves
must be sustainable. We've found the most effective
way to support coffee-growing communities is to
work with regional non-profits that have on-the-
ground expertise and are closely connected to the
local culture.

Details on our partnerships with Coffee Kids,
Grounds for Health, Heifer International and other
organizations working to improve the quality of life
in coffee-growing communities can be found on our
website, www.GreenMountainCoffee.com.

GREEN MOUNTAIN COFFEE ROASTERS, INC. ANNUAL REPCORT 2005




Operational Capabilities

As fiscal 2005 ended, we began implementation of
a Customer Relationship Management-based Sales
Force Automation System that will help us create an
even greater understanding of our customers and
their needs, enabling us to be optimally responsive
and supportive in helping them grow their business.
Our information systems run on a robust PeopleSoft®
platform that allows consistent data management,
from supply chain to fulfillment. This seamless data-
base system allows us to make effective, fact-based
decisions and deliver superior value to our customers.
As we move forward, we will continue to focus on
geographic management to increase regional penetra-
“tion and improve long-term profitability.

All of our operational capabilities are supported by
plant upgrades and expansions, including last year’s
warehouse and distribution center expansion, and
two new high-volume production lines for K-Cups
this year. Our investment in infrastructure gives us a
unique ability to create and manage quality, now and
in the future.

As we move forward, we will

continue to focus on geographic

management to increase regional

improve long-

383 COFFEE LANE, WATERBURY, VERMONT, USA 05876

Our new distribution center features state-of-the-art automation.




Over 25% of our full time
employees chose to donate
money in response to the
tsunami in Southeast Asia.
We source beans for our
Fair Trade Organic
Sumatran Reserve from
the Aceh region, which
was particularly hard-hit.

‘@@mrimg ad
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Our Local and Glohal Communities

One of the keys to our success has been our dedication to improving conditions
on our planet. We continue to donate at least 5% of annual pre-tax profits to
social and environmental projects. As we grow, that 5% also grows in its power
to create positive change. The more successful we are commercially, the more
successful we can be in our work toward a sustainable future.

It simply makes good business sense to pursue
sustainability. If coffee does not remain a viable
livelihood for family farmers, the specialty coffee

RWER clean Up WEEI( )

May 13-22, 2005

Wincoski River
Clean ip

industry will be in jeopardy. Supporting the social
and environmental infrastructure of our farm partners
improves the quality of their lives and provides a
long-term supply of high-quality coffee for us.

Evaluating all of our practices and processes through
a lens of social and environmental sustainability is key
to identifying opportunities; both in managing our
supply chain more effectively; and improving organi-
zational efficiency, developing new market opportu-
nities, maintaining a motivated and engaged workforce,

Company volunteers picked
up litter along a 10-mile
stretch of the Winooski River
during National River Cleanup
Week. Employees are given
the equivalent of 6.5 paid
workdays a year to volunteer
in the community.

and enhancing our stakeholder relationships.

Ultimately, our community includes everyone we touch from tree-to-cup: our coffee-
growing partners, employees, suppliers, sharcholders, customers, and consumers.

It also includes non-profits such as Coffee Kids™, Grounds for Health, National
Wildlife Federation®, and Heifer International—organizations that are improving
the quality of life in coffee-producing countries. We consider all our communiry
members to be our partners as we work diligently toward our mutual success.

GREEN MOUNTAIN COFFEE ROASTERS, INC. ANNUAL REPORT 2005




FISCAL 2005 HIGHLIGHTS

Steps to Becoming a Strohg
National Brand

For the third straight year, our sales grew fastest Coffee Sales Per Capita Growth
in areas outside New England. About 70% of our (in 000’s)
Eoffce pounds sales gr.owth came from tegions 0.700 ot [l e it

eyond our geographic core market, showing our 0.600 .
brand values and the quality of our coffee are 0500 , e
gaining national acceptance. ' 1

0.400

In fiscal 2005, our per capita consumption density in
New England grew to approximately .58 pounds per 0300
person, up from .45 pounds per person in fiscal 2000. 0.200
Outside of New England, our per capita consumption 0.100
density grew to approximately .04 pounds per person, 0
up from .016 pounds per person in 2000. If our per 2003 2004 2005
capita consumption density in New England were
replicated across the total U.S. that could represent
over 150 million pounds of coftee sold annually.

2000 GMCR Coffee Sales Per Capita 2005 GMCR Coffee Sales Per Capita

- _r—“ - TN Hudsoa Bey
: ) ¥AD.
ALBERTA MANTOBA / m//\ )
ouésEc '
cianaga,

MEXICO o
“ontertey

M.-m.{ !

Dry Ounces Sold Per Capita 0.00 t0 0.01 | | oo2toon D 0.2101 . 2to5

Per capita comsumption of Green Mountain coffee continues
to accelerate across the country as we drive towards becoming
a strong national brand.
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Historical Coffee Pounds
Shipped—Office Coffee Service
(inooo's)

Brand Recognition Through Channels

Our multiple distribution channels continue to broaden our brand recognition
and increase our market share. To become a strong national brand, we will

continue to allow consumers to discover our coffee in five ways:

At the office. Coffee pounds shipped in our Office

Coffee Service channel grew by 18% in fiscal 2005,
driven primarily by strong demand for K-Cups and
increased penetration of the Keurig B100 Single-Cup

Brewer in small offices. Long-time partners such as
Allied, ARAMARK and Vermont Pure had double-digit

sales growth, while new customers such as Yosemite

Waters took our brand into additional territories.
Moving forward, Keurig and Green Mountain Coffee

Roasters have compelling single-cup brewing solutions

Office workers enjoy an
extensive selection of coffee
by the cup with the Keurig
Single-Cup Brewer.

~ in the country.

for large, small and mid-sized offices and we expect
that we will maintain, and perhaps increase, our share
of specialty single-cup coffee in offices.

At the supermarket. Our Supermarket channel grew by 2.5% in coffee pounds
shipped in fiscal 2005, driven largely by expansion of Fair Trade Certified™ coffees.
While volume growth in this channel was somewhat tempered by two price
increases to accommodate rising commodity costs in fiscal 2005, we succeeded in
expanding distribution in this channel by approximately 6.6 percentage points by
the end of fiscal 2005. We anticipate that expanding supermarket distribution
will continue to lead to higher sales growth in this channel. Sales of Newman’s
Own® Organics and Green Mountain, Fair Trade Certified™ organic coffees are
continuing to increase
through new business
with Stop & Shop,
Publix and Winn Dixie.
Newman’s Own®
Organics coffee is now
sold in over 5,000
supermarkets nation-
wide, and it is one of
the top-selling Fair
Trade Certified™,

organic coffee brands

The strong growth of Newman’s Own® Organics coffees in
major conventional supermarket chains paves the way for us to
introduce new items from our other lines in the future.

GREEN MOUNTAIN COFFEE ROASTERS, INC. ANNUAL REPORT 2005




At home. Our Consumer Direct channel grew by
54% in net sales in fiscal 2005, based on strong
growth of K-Cups, new members in our continuity
program (called Café EXPRESS), our consumer
direct catalog, and a new website that increased
e-commerce sales by 84%. For fiscal 2006, we are
planning for our Consumer Direct business to double
in size based largely on demand for K-Cups and

the success of the Keurig brewers designed for the
home. Retail distribution of these brewers is expanding
rapidly, now including over 3,500 of the nation’s
leading home goods and specialty retailers. Our
K-Cups are on the shelves of every major retailer
selling Keurig brewers and we are converting a large
percentage of these purchases into on-going, direct
K-Cup® sales through our catalog and website.

At restaurants, hospitality and foodservice locations.
Our Food Service channel volume in fiscal 2005
grew by 20%, largely due to our new partnership
with Bruegger’s. Our coffee (including a Fair Trade
Certified™ organic selection) is now served in 243
Bruegger’s bakeries across the country. Fiscal 2005
was also the first full year of having our coffee served
on Amtrak trains nationwide, and our partnership
with Ben & Jerry’s expanded to 66 scoop shops in
21 states. Just after the close of fiscal 2005, we
announced an agreement to source, roast and supply
Fair Trade Certified™ organic coffee under the name
of Newman's Own® Organics Blend to over 650
McDonald’s restaurants in the Northeast for fiscal
2006. This new partnership is an exciting step in
our efforts to bring awareness of the benefits of Fair
Trade Certified™ organic coffee to a wide, main-
stream audience.

Historical Coffee Pounds. Shipped—Consumer Direct
(in 000’s)

800 ;
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200
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With our newly improved website, web sales are up 84% over
last year. www.GreenMountainCoffee.com

Historical Coffee Pounds Shipped—Food Service
(in 000’s)
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Historical Coffee Pounds Shipped—Convenience Stores
{in 000’s)

6,000 ’ D

4,500

3,000

1,500

2005

the world’s worst weather, Il discov-

o Ethan Blumer, Sharen, Massachuseits

On the road. Sales volume at convenience stores
grew by over 10% in fiscal 2005, driven by improved
business with current customers and new relationships
with several large regional convenience store chains.
ExxonMobil continues to be a strong driver of
growth for us in this channel, and provides us with a
national platform for introducing new consumers to
our coffee. Given the importance of the convenience
store channel as a vehicle for sampling our coffee, we
will continue to focus on introducing new merchan-
dising tools to highlight our brand and upgrade our
coffee presentation. We also had a successful rollout
of an improved hot cappuccino beverage program,
which led to 25% growth in hot cappuccino sales.

Jolly's convenience store in South Burlington offers a fully
branded Green Mountain experience.

Marty's First Stop in Danville, Vermont, uses attractive point-of-
purchase materials to promote a variety of coffees.
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tﬂﬁy very mext Cl@ t is so mice to be a ab € 1o rrm%
a wonderful cup of @ﬁ%@ in just 30 seconds!
The taste of the cofffiee fs far superior to pots of

cofffee
(S

mnd even to @H coffee we purchase in lo
ste the richness of @T’GU_'I
Mountain coffee. J&@d os to whomever thought
of this wonderful idea, an @ﬂ also to the wonderful
coffee of Green Mountain Cofffee Roasters, We
certainly do not ¢ f_ end to use any other
brand of @@HFL@

o Sendre and Gery Yezzeli, West Windser, Yerment

Winning Products

The biggest factor in our net sales increase in fiscal 2005 was the continued
growth of our single-brew K-Cup business, both in the Office Coffee Service
channel and in Consumer Direct. Overall, sales of our coffee and Celestial
Seasonings® Teas in K-Cups increased by 40% in fiscal 2005. As consumer
awareness and enthusiasm continue to grow, we expect to maintain our leadership
position by offering single-cup brewing solutions for the home and all office sizes.

K-Cup Units Shipped
(in 000's)

200,000

150,000 === - =

100,000 e R —— R

50,000

2003- 2006 2005
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We are seeing increasing
awareness and receptivity to
single-cup brewing options.
The many new entrants into
this segment in the past year
have helped increase aware-
ness through consumer
spending as well as retail
placements, while Keurig
remains best-in-class. We
look forward to strong growth
in both our Office Coffee
Services channel and
Consumer Direct business

as a result of this single-cup
brewing revolution. In addition
to brewers for commercial and
small office settings, we now
offer home brewers at three
different price points.




Fair Trade Certified™ Coffee Pounds Shipped

(in 000’s)

Another driving force behind our growth in fiscal
2005 was the increased demand for Fair Trade

5,000

4,000

Certified™ organic coffees. Sales of these coffees
(including co-branded Newman’s Own® Organics

coffees) grew by 51% in fiscal 2005. We believe this
growth is due to increasing consumer awareness, and

3,000

to the exceptional taste and aroma of Fair Trade

Certified™ and organic coffees. When farmers get a
fair price for Fair Trade Certified™ coffee, they can

afford to follow time-honored traditions that produce
J the finest beans. Fair Trade Certified™ coffees are

ole new way
to think about coffee.

Creat coffee makese
aWO\'\d of d|fTef§t"

4
ot
Bruegger's offers
Fair Trade Certified™
coffee every day

Fair Trade Certified™, organic
coffees allow consumers to
align their purchase decisions
with their values.

increasingly taking top honors at competitions such
gy g top

2004 2005

as the Cup of Excellence. We have made a strategic

decision to integrate Fair Trade Certified™ coffees
into other product lines as well, including our rapidly growing line of K-Cups
and Seasonal/Signature varieties.

Our commitment to sustainable coffee not only assures a long-term supply, but

also serves as an important growth driver and point of differentiation. Our success
with customers such as Wild Oats, Xanterra Parks & Resorts (the food provider
for many national parks), and college dining services shows that we are meeting

the needs of consumers who want to make a difference in the world with a great
cup of coffee.

Seasonal and Flavored Coffees

When we converted our ever-changing array of Seasonal Coffees to Fair Trade
Certified™ coffees in fiscal 2005, we saw tremendous growth in sales. Sales volume
was up 33% year-over-year, and our new Island Coconut™ was especially popular.
We also made significant changes and improvements to our line of flavored coffees
to reflect changing consumer taste trends, and made Wild Mountain Blueberry™
available all year round.
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Our Customers: Partners in Success

In 1998, we made a conscious decision to move away
from our own retail operations, and to focus on help-
ing drive business for our wholesale customers. This
strategy has served us well. We now have over 8,000
wholesale customers and thousands of accounts served
indirectly by our distributors. In every case, we realize

that their success is our success.

We won a number of new customers in fiscal 2005,
and continue to expand sales with valued, existing
customers. For example, ExxonMobil has been a
national customer of ours since fiscal 2000, and far
longer on a regional basis, yet still shows consistent
year over year growth. Customers such as the University
of Notre Dame (IN), the historic Woodstock Inn
(VT), and Heinz Field (PA—home of the Pittsburgh
Steelers) are representative of new, high profile

customers who are now investing in our brand. Our coffee is served throughout the four-diamond rated
Woodstock Inn and Resort in Woodstock, Vermont.
Awards and Recognition

Fiscal 2005 was another step on our path to becoming a sustainable coffee company. Along the way, we were
pleased to be recognized for our values-based approach to business.

October, 2004 Forbes list, “200 Best Small Companies in America”

October, 2004 Vermont Business Environmental Partnership Award,

- Vermont Agency of Natural Resources
April, 2005 #2, “100 Best Corporate Citizens,” Business Ethics magazine
April, 2005 Green? Award Winner, Winslow Management
June, 2005 . Gold, Cause Marketing Halo Award (With Heifer International)
June, 2005 GMCR stock added to the Russell 2000 Index
June, 2005  “Best Medium Companies to Work for in America,” Great Places to Work® Institute
July 2005 SB20 list of The World’s 20 Top Sustainable Business Stocks
August, 2005 Accepted to the Ceres network
August, 2005 Vermont Governor’s Award for Outstanding Community Service
August, 2005  Silver, Vermont Governor’s Wellness Award
September, 2005 Vermont Psychologically Healthy Workplace Award

October, 2005 2005 Nicholson Award Winner for 2004 Annual Report—Best in Industry/Food
Manufacturing & Products
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Ratings and Reviews

Kenneth Davids is the editor of Coffee Review, one of the most respected and widely read coffee publications

in the world. He conducts blind coffee “cuppings” and reports his findings in the form of 100-point reviews,

similar to those used in the wine industry. Coffee is judged on aroma, acidity, body, flavor and aftertaste.

Coffee connoisseurs look for a score of 80 or above. In the last year we have scored, on average, several points

above our well-known competition.

points

RS
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Fair Trade Organic Peruvian Select | September, 2005

Lushly complex but delicate aroma, alive with floral and low-acid fruit notes: apple perhaps,
even banana, leaning toward chocolate. In the cup displays a simplifying sharpness when hot,
but softens and sweetens as the cup cools. The seductively low-acid fruit notes persist from
aroma into cup, reading as red wine and chocolate. The finish is long and rich with a slight
astringent edge.

Fair Trade Organic Sumatran Reserve | May, 2005

A complex fruitiness anchored by musty notes that read persuasively as sweet earth immediately
identifies this coffee as a traditional style Sumatra. The fruit reads most clearly as chocolate in
the aroma, with tickles of raisin, citrus, perhaps papaya. In the cup sweet and bracingly earthy
with a tart twist that suggests pineapple or grapefruit. Medium body. Rounds from short finish
to long in a sweet, gently vich trajectory.

Tanzanian Peaberry | February, 2005

A tribute to the upside of slightly fermented fruit tones in coffee. Sweet and completely free of
bitterness or saltiness, the ferment comes across as sweetly orange-toned in the aroma with a
crisp hint of cedar, in the cup as a lushly ripe papaya- and peach-toned fruitiness that leans

toward chocolate but never quite surrenders its tropical juiciness.

Zimbabwe AA | February, 2005

A low-toned bur deceptively lyric coffee. Rich in both aroma and cup: in aroma pear, caramel,
and hints of flowers and cinnamon; in cup caramel, yellow fruit (peach?) and chocolate with
hines of flowers and dry berry. The finish is agreeably chocolate-toned, particularly as the cup
cools, although slightly heavy.

Vermont Country Blend® Decaf | November, 2004

A blend of decaffeinated medium- and dark-roasted beans. Deep-toned, spicy aroma with a
dominating earthy or musty character and a background suggestion of melony chocolate. In the
cup the earthy character continues to dominate, with an underlying cherry-toned sweetness
that turns the earthy/musty notes toward spicy chocolate. The finish is rich and complex.

Fair Trade Organic Espresso Blend | November, 2004

Resonant, pungent aroma with great range and complexity: smoke, toast, chocolate, a hint of
flowers and vanilla. In the small cup full to medium body, sweetly pungent, slightly smoky,
with hints of chocolate and fruit, perhaps brandied cherry. Rich, chocolate-toned finish with a
tingle of astringency.
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PART 1

Item 1. Business

Overview

Green Mountain Coffee Roasters, Inc. (the “Company” or “Green Mountain Coffee”) is a leader in the specialty coffee indy
We sell over 100 coffee selections through a coordinated multi-channel distribution network in our wholesale and consurn

operations. This distribution network is designed to maximize brand recognition and product availability.

The majority of Green Mountain Coffee's revenue is derived from over 8,000 wholesale customer accounts located primar

Eastern United States. The wholesale operation serves supermarket, specialty food store, convenience store, food service,
restaurant, university, travel and office coffee service customers. Wholesale customers resell the coffee in whole bean or g
for home consumption and/or brew and sell coffee beverages at their place of business.

The Company

Green Mountain Coffee is a Delaware corporation formed in July 1993. Our corporate offices are located at 33 Coffee Lan
Waterbury, Vermont, 05676. The main telephone number is (802) 244-5621, our fax number is (802) 244-5436, and our ¢
address for investor information is investor.services@gmecr.com. The address of our Company's website is www.GreenMountai

The Product

Green Mountain Coffee roasts high-quality arabica coffees and offers over 100 coffee selections including single-origins, e

certified organics, Fair Trade Certified™, proprietary blends, and flavored coffees sold under the Green Mountain Coffee 1

and Newman’s Own® Organics brands. We carefully select our coffee beans and then appropriately roast the coffees to ma
taste and flavor differences.

Green Mountain coffee comes in a variety of packages including whole bean, fractional packages, premium one-cup coffe
single-cup Keurig® K-Cup® portions. The packaging equipment for Keurig K-Cup portion packs is owned by Green Mou
Coffee. Green Mountain Coffee pays a royalty to Keurig, Incorporated for each K-Cup sold.

Corporate Objective and Philosophy

Our Company’s objective is to be the leading specialty coffee company by providing the highest quality coffee and having

market share in our targeted markets while maximizing Company value. We intend to achieve this objective by differentiaf
reinforcing the Green Mountain Coffee brand and engendering a high degree of customer and consumer loyalty. Essential

this unique approach include:

High Quality Coffee. We buy some of the highest quality arabica beans available from the world’s coffee-producing region
roasting process that maximizes each coffee's individual taste and aroma. We have a passion for coffee and believe our cof

among the highest quality coffees sold in the world.
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As evidence of our commitment to coffee quality, in November of 2005 several of our coffees received high praise from external
sources, including Ken David’s The Coffee Review. The Coffee Review evaluates coffee quality on a 100-point scale. Among other
highly rated coffees, Green Mountain Coffee’s “Guatemalan Finca Dos Marias™ received a score of 90, and our “Fair Trade Organic

Mexican Select” was awarded an 88, as was our “Fair Trade Organic Peruvian Select.”

Customer Service and Distribution. Green Mountain Coffee seeks to create customers for life. We believe that coffee is a ¢

purchase, and we utilize our multi-channel distribution network of wholesale customers to make our coffee widely and ed

available to consumers for home or away-from-home consumption.

Our operations are coordinated from our headquarters in Waterbury, Vermont, and supplemented by regional distributio

in geographic locations where the density of customer accounts so warrants. Regional distribution centers are located in ]
Maine; Latham, New York; Woburn, Massachusetts; and Southington, Connecticut. Distribution facilities are located with

33 COFFEE LANE, WATERBURY, VERMONT, USA 05676

ynvenience
sily

n centers
Biddeford,

ina

®




two-hour radius of most customers to expedite delivery. We use third party carriers including Federal Express, for shipping to
customers not supported by a regional distribution center.

Green Mountain Coffee has an online inventory system for our central and regional distribution centers which helps to better serve p
our customers and to improve our direct-store-delivery process and capability. We attempt to maintain at all times adequate levels

of inventory to satisfy customer demand. Our online ordering application on our website (www.GreenMountainCoffee.com) is fully
integrated with our PeopleSoft® Enterprise Resource Planning (“ERP”) system and customers receive instantaneous, electronic

shipping confirmations for all online orders.

Green Mountain Coffee generally provides wholesale customers with brewing, grinding and reldted equipment and product displays
(“loaner equipment”) at no charge, which are usually installed on the customer’s premises by our personnel or contracted service
personnel. A customer is also assigned a service technician who services, repairs and provides preventive maintenance and emergency
service on such equipment. Additionally, for directly delivered supermarket customers, we employ a team of merchandisers who ensures
that supermarket displays are clean, appropriately stocked, and have promotional items to maximize sales. We believe most competi-
tors of Green Mountain Coffee in the wholesale segment do not provide such high levels of sales and equipment service support.

Corporate Governance and Employee Development. Green Mountain Coffee has a Code of Ethics, a Purpose Statement, and a set of
operating Principles. These were created with input and collaboration from cross-functional teams and are posted on our website.
The Purpose Statement, set of Principles, and Code of Ethics were written to facilitate the continued growth of our organization and
maintain a positive culture. We believe Green Mountain Coffee is a highly inclusive and collaborative work environment that
encourages employees’ individual growth and personal awareness through a culture of personal accountability and continuous
learning. This is supported by the Society for Human Resource Management and the Great Place to Work® Institute, Inc., naming
Green Mountain Coffee Roasters one of the Best Medium Companies to Work for in America for the second year in a row.

Socially Responsible Business Practices. Green Mountain Coffee Roasters allocates at least 3% of our pretax income towards social and
environmental projects. These projects typically involve direct or indirect financial support, donations of products or equipment, and
paid employee time. )

In fiscal year 2005, highlights include donations to:

+ Coffee Kids, an international non-profit organization established to improve the quality of life for coffee-growing families;

* Vermont-based Native Energy, LLC to purchase offsets based on an estimate of our Company’s direct greenhouse gas emissions;

+ EcoLogic Finance, a non-profit organization offering affordable financial services to community-based businesses operating in
environmentally sensitive areas of Latin America, Africa and Asia; '

» support relief efforts related to the East Asian tsunami and Hurricanes Katrina and Rita; and

» Heifer International, a non-profit organization devoted to ending world hunger, providing a sustainable source of income through
grants of livestock and training.

Growth Strategy

In recent years, the primary growth in the coffee industry has come from the specialty coffee category, driven by the wider availability
of high quality coffee, the emergence of upscale coffee shops throughout the couhtry, and the general level of consumer knowledge of,
and appreciation for, coffee quality. Green Mountain Coffee has been benefiting from the overall market trend pius what we believe to
be some carefully developed and distinctive advantages over our competitors.

We are focused on building our brand and profitably growing our business. We believe we can continue to grow sales by increasing
market share in existing markets, expanding into new geographic markets, expanding into new, high-growth market segments such as
single-cup coffee and tea, and selectively pursuing other opportunities, including opportunistic acquisitions. This statement is
forward-looking and subject to the risks and uncertainties outlined in “Management’s Discussion and Analysis of Financial Condition
and Results of Operations.” ‘

Green Mountain coffee is available in many different distribution channels and customer categories, as best seen in our primary
geographic market, the Eastern United States. This multi-channel strategy provides widespread exposure to the brand in a variety of
settings, ease of access to the products, and many tasting opportunities for consumer trial. Green Mountain coffee is widely available
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throughout the day: at home in the morning, in hotels, travel destinations and entertainment venues, at convenience stores on the
way to work, at the office, in restaurants, in supermarkets, and at home again at the end of the day. Our Company also participates in
many special event activities, providing great sampling opportunities and visibility to the brand.

We believe that consumer trial of our products in convenience stores, foodservice establishments and office coffee services (OCS) is a
significant advantage and a key component of our growth strategy. As brand awareness increases through trial by consumers of our
coffee “by the cup,” demand for Green Mountain coffee for home consumption also increases. As brand equity is built in by

the cup” venues, expansion typically continues through customer channels such as supermarkets and specialty food stores who, in
turn, sell our “by the pound” coffee to consumers. This expansion process capitalizes upon this “by the cup” / “by the pound”
interrelationship. This strategy is designed to further increase our market share in geographic areas in which we already operate in
order to increase sales density and drive operational and brand-equity efficiencies. In addition to our efforts to boost sales in our core
geographic markets in the Eastern United States, our Company also seeks to introduce Green Mountain coffee in additional markets
within the United States, leveraging distribution through either a select few or multiple classes of trade simultaneously, depending
upon the market.

Our Consumer Direct channel provides us the opportunity to position Green Mountain Coffee Roasters as a lifestyle brand by
informing consumers, building one-on-one relationships, and illuminating Green Mountain Coffee’s points of difference.]We publish
catalogs and maintain a website to market and sell over 100 coffees, coffee-related equipment and accessories, gift assortments, hand-
crafted items from coffee-source countries and Vermont, and gourmet food items covering a wide range of price points. Both the
website and catalog allow us to describe in greater detail each of our coffees, explaining their unique attributes and quality aspects.
We encourage customers to become members of our “Café EXPRESS” service, a continuity program with customized standing orders
for automatic re-shipment. Over the past couple of years, a large portion of our efforts in the consumer direct channel has been
directed towards increasing traffic on our website (www.GreenMountainCoffee.com) and marketing of the Keurig® Single-Cup
Brewers. These efforts, along with the catalog and direct mail programs, are intended to build brand awareness nationwide and boost
direct sales to consumers in our less mature geographic markets.

Recent Developments

New Products. Green Mountain Coffee has had a licensing agreement with Newman’s Own® Organics, Inc. since 2002, allowing us to
produce a line of several co-branded Newman’s Own® Organics coffees under the Newman’s Own® Organics and Green Mountain
Coffee Roasters® brand names. In fiscal 2005, the Newman’s Own® Organics product line, as well as Green Mountain Coffee’s organic
and Fair Trade product line, have enabled us to grow at a faster rate outside our core geographic market through the acquisition

of new foodservice and supermarket accounts. Our shipments of Fair Trade Certified™ and organic coffees, including salgs of co-
branded Newman’s Own® Organics coffees, grew by 51% in 2005 over prior year levels.

In fiscal 2005, our Seasonal Coffee Promotions were converted to feature all Fair Trade Certified™ coffees, and expanded to include
several new varieties, including Golden French Toast® and Island Coconut™.

During the second quarter of fiscal 2005, we expanded our single-cup coffee offerings to include “Extra Bold” K-Cups® far use with
the Keurig® Single-Cup Brewing System. These “Extra Bold” K-Cups deliver a richer, more full-bodied cup of coffee, and|are
expanding as a percentage of our single-cup offerings.

During the fourth quarter of fiscal 2005, we introduced a newly expanded line of flavored coffees. Changes to the flavored coffee line
include new product formulations for our Hazelnut and French Vanilla varieties, introduction of Wild Mountain Blueberty™ as an
ongoing offering, and a number of new flavor varieties with differentiated branding and merchandising. Additional new flavored
coffee varieties include Mocha Nut Fudge, Caramel Vanilla Cream, Cinnamon Cream Swirl™ (and their respective decafs) and Vanilla
Cream Fair Trade Organic.

Customers. Our Company continues to experience solid growth across each of our business channels. Total growth for all channels in
fiscal 2005 was 12% for pounds shipped, while net sales grew by over 17.5%. Managing growth through acquisition of new customers
and maintaining base business of existing customers is our ongoing goal. We will continue to explore selling opportunities within

our core markets as well as expand to new geographic markets.
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Coffee pounds shipped in the OCS channel grew by 18% over the prior year. Contributing to the sales growth in this channel is
the broader acceptance and success of Keurig® in-office, single-cup brewers. Sales of the Keurig, B-100 brewers to small offices has
continued to fuel significant growth in K-Cup® shipments. We continue to see strong acceptance of Celestial Seasoning® Teas through

increased sales and acceptance of Keurig brewers.

Coffee pounds shipped in various foodservice venues grew at an aggregate rate of 20% in fiscal 2005 compared to the prior fiscal year.
Bruegger’s, a customer acquired in late fiscal 2004, was a major contributor to this channel’s growth in fiscal 2005. Sodexho

(a provider of food service products and services to business and industry, universities and health care facilities) continues to be a
significant source of growth driven by new distribution of Green Mountain Coffee’s Fair Trade and organic coffees at dozens of
colleges, hospitals and business locations in 2005. These national foodservice customers offer great potential to build brand trial and
awareness nationally. And, as announced in October 2005, we are sourcing, roasting and packaging Fair Trade Certified™ Newman’s
Own® Organics coffee exclusively for more than 650 McDonald’s® restaurants in New England and Upstate New York for fiscal 2006.

In the convenience store channel, our pounds shipped increased by over 10%. Growth in this channel was driven by improved
business with current customers and new relationships with several large regional customers. Green Mountain Coffee’s relationship
with Exxon Mobil Corporation (“ExxonMobil”) continues to be a strong driver for growth in this convenience store channel.

In Fiscal 2005, the supermarket channel grew by 2.5% in coffee pounds. Growth in this channel has been largely driven by expansion
of Fair Trade Certified™ coffees. Green Mountain Coffee Roasters continues to offer many unique benefits in an increasingly price
and promotion sensitive business. Offering Fair Trade Newman’s Own® Organics and seasonal varieties, we continue to target
customer preferences through unique selections.

In the consumer direct channel, net sales grew by 54% in fiscal 2005 over the prior year. This growth resulted from K-Cups® sold for
our single cup at-home brewers, the launch of our newly updated website, and an increased emphasis on our Café EXPRESS coffee
club program. '

Coffee pounds shipped (in thousands) in fiscal 2005 and fiscal 2004, broken down by sales channel, are as follows:

Full Year

Channel |  S2wecksended  S2wecksended Full Year
9/24/05 9/25/04 Y/Y 1b. Increase % Y/Y lb. Increase
Supermarkets 5,771 5,632 139 2.5%
Convenience Stores 5,393 4,887 506 10.4%
Office Coffee Service Distributors - 4,871 4,119 752 18.3%
Food Service 3,071 2,559 o512 20.0%
Consumer Direct 773 537 236 43.9%
Totals 19,879 17,734 2,145 12.1%
Note: Certain prior vear customer channel classifications were reclassified to conform to current year classifications.
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Coffee pounds shipped by geographic region (in thousands) are as follows:

52 weeks ended 52 weeks ended Full Year

T

| Region Full Ye
9/24/05 9/25/04 Y/Y 1b. Increase % Y/Y 1b. Increase

New England 8,315 7,691 624 8.1%
Mid-Atlantic 5,898 5,404 494 9.1%
South 3,330 2,756 574 20.8%
Midwest 1,045 794 251 31>.6°/c
West 1,134 943 191 20.3%
International 157 146 11 7.5%
Totals 19,879 17,734 2,145 12.1%

Note: Certain prior year customer channel classifications were reclassified to conform to current year classifications.

Keurig Equity Investment

In fiscal 2002, Green Mountain Coffee acquired a 42% ownership interest in Keurig, Incorporated (“Keurig”) by acquirin
from early investors in Keurig for a price of approximately $15 million. Keurig manufactures brewing equipment that allg
brew high-quality specialty coffee one cup at a time. Our Company has been involved with Keurig since 1994 supporting
development of a single-cup brewing system and as an early investor. Green Mountain Coffee was also the first licensed 1¢
distributor partner with Keurig. Keurig seeks to license office coffee service (“OCS”) distributors to sell and distribute K-
brewers to offices both nationally and internationally. In addition, over the past two years, Keurig has started to launch a |
single-cup brewers for the home market. We are one of four coffee roasters that manufactures and distributes the K-Cups
brew coffee by the cup in the Keurig system throughout North America, and continue to sell more K-Cups than all other
licensed coffee roasters combined. Through this investment, we have established a stronger relationship with Keurig and i
management team.

Keurig is effectively controlled by MD Co. (controlled by MDT Advisers, an institutional investment company) which ow
approximately 23% of Keurig’s capital stock. As a result of contractual limitations and restrictions agreed to by Green Mo
Coffee and certain other stockholders of Keurig, MD Co. has the ability to elect a majority of Keurig’s Board of Directors,
certain types of amendments to Keurig’s Certificate of Incorporatibn, and approve or reject a sale of Keurig’s business.
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The specialty coffee market is highly competitive and fragmented. Green Mountain Coffee competes against all sellers of gpecialty
coffee, including Dunkin’ Donuts, New England Coffee, Peet’s, Starbucks, Seattle’s Best and other competitors. In the supermarket

channel, we also compete with “commercial” coffee roasters, to the extent that we are also trying to “upsell” consumers to
coffee segment. A number of large consumer goods multinationals have divisions or subsidiaries selling specialty coffees.

Procter & Gamble distributes the premium coffee products Millstone® and Brothers™ in many supermarkets nationwide,

the specialty
For example,
which

compete with Green Mountain’s coffee. In the consumer direct channel, we compete with established roasters such as Gevalia®, a

division of Kraft Foods, as well as with other direct mail companies.

Our Company was the first roaster to sell coffee in Keurig’s innovative single-cup brewing system, used primarily in the o

ffice coffee

service market, and we have established a dominant position in the sale of single-cup Keurig portions. We do, however, now compete
for Keurig sales with three other North American roasters: Diedrich Coffee, Timothy’s and Van Houtte, a vertically integrated roaster
and office coffee service distributor operating in Canada and the United States. FLAVIA, Beverage Systems, an affiliate company of
Masterfoods USA (part of Mars, Incorporated), is the manufacturer of a single-cup machine that also competes in the OCS market.
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Beginning in 2004, Procter & Gamble, Sara Lee, Kraft and Nestlé each introduced new single-cup coffee brewing systems. These
machines are positioned for use in the home market and are currently being offered by supermarkets and mass-merchandiser retailers.

We expect intense competition, both within our primary geographic territory, the Eastern United States, and in other regions of the
United States, as we expand from our current territories. The specialty coffee market is expected to become even more competitive as
regional companies expand and attempt to build brand awareness in new markets. Green Mountain Coffee competes primarily by
providing high quality coffee, easy access to our products and superior customer service. We believe that our ability to provide a
convenient network of outlets from which to purchase coffee is an important factor in our ability to compete. Through our multi-
channel distribution network of wholesale and consumer direct operations and our “by the cup” / “by the pound” strategy, we believe
we differentiate ourselves from many of our larger competitors, who specialize in one primary channel of distribution. We also
believe that our product offering is distinctive because we offer a wide array of coffees, including flavored, Fair Trade, and organic
coffees. We also seek to differentiate ourselves by being socially and environmentally responsible. Finally, we believe that being an
independent roaster allows us to be better focused and in tune with our wholesale customers' needs than our larger, multi-product
competitors. While our Company believes we currently compete favorably with respect to these factors, there can be no assurance
that we will be able to compete successfully in the future.

Green Coffee Cost and Supply

Green Mountain Coffee utilizes a combination of outside brokers and direct relationships with farms, estates, cooperatives and
cooperative groups for our supply of green coffees. Outside brokers provide the largest supply of our green coffee. Coffee is the
world’s second largest traded commodity and its supply and price are subject to high volatility. Although most coffee trades in the
commodity market, coffee of the quality we are seeking tends to trade on a negotiated basis at a substantial premium or “differential”
above commodity coffee pricing, depending upon the supply and demand at the time of purchase. Supply and price can be affected
by multiple factors, such as weather, politics and economics in the producing countries. ‘

Cyclical swings in commodity markets, based upon supply and demand, are common and it is expected that coffee prices and
differentials will remain volatile in the coming years. In addition, a number of factors, such as pest damage and weather-related crop
failure could cause coffee prices to climb. In recent years, green coffee prices have been under considerable downward pressures due to
oversupply, but have increased significantly in 2005. While production of commercial grade coffee is on the rise, many industry
experts anticipate a drop in production of top grade specialty coffees. With the growth of the specialty coffee segment, it is important
that prices remain high enough to support world production of the top grades of coffees.

For coffees that Green Mountain Coffee continues to purchase with differentials against the commodity market, we generally fix the
price of our coffee contracts two to six months prior to delivery so that we can adjust our sales prices to the market. Green Mountain
Coffee believes this approach is the best way to provide our customers with a fair price for our coffee. Approximately 39% of our
Company’s estimated coffee requirements through September 30, 2006, the end of our 2006 fiscal year, had been contracted for as of
September 24, 2005. Of these fiscal 2006 coffee purchase commitments, approximately 84% had a fixed price. In addition, we do from
time to time purchase coffee futures contracts and coffee options to provide additional protection when we are not able to enter into
coffee purchase commitments or when the price of a significant portion of committed contracts has not been fixed. ‘

Green Mountain Coffee Roasters generally tries to pass on coffee price increases and decreases to our customers. Since coffee has
come down from its 1997 highs, we have decreased our prices several times. We had price increases in January and March of 2005,
when coffee prices rose significantly. In general, there can be no assurance that we will be successful in passing on green coffee price
increases to customers without losses in sales volume or gross margin. Similarly, rapid, sharp decreases in the cost of green coffee
could also force us to lower sales prices before realizing cost reductions in our green coffee inventory and purchase commitments.
Green Mountain Coffee roasts over 40 different types of green coffee beans to produce more than 100 coffee selections. If one type of
green coffee bean were to become unavailable or prohibitively expensive, we believe we could substitute another type of coffee of
equal or better quality meeting a similar taste profile. However, a worldwide supply shortage of the high-quality arabica coffees we
purchase could have an adverse impact on our Company.

In fiscal 2005, 47% of our purchases were from farm-identified sources, as compared to 49% in fiscal 2004. We believe our “farm
identified” strategy will continue to result in improved product quality, product differentiation, long-term supply and pricing stability.
In addition, we believe that our efforts will have a positive impact on the living and working environment of coffee farm workers and
their families.
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Intellectual Property

Green Mountain Coffee Roasters is the owner of certain United States trademarks and service marks that have been registere

d with the

United States Patent and Trademark Office. We anticipate maintaining our trademark and service mark registrations with the United
States Patent and Trademark Office. We are also the owners of other trademarks and service marks for which we have applications for
U.S. registration. Green Mountain Coffee Roasters has further registered or applied for registration of certain of its trademarks and
service marks in the United Kingdom, the European Union, Canada, the People’s Republic of China, South Korea and Taiwan. Other

foreign trademark and service mark applications are also pending.

Green Mountain Coftee Roasters has licenses to use other marks, all subject to the terms of the agreements under which such licenses

are granted.

Employees

As of September 24, 2005, Green Mountain Coffee had 618 full-time employees and 58 part-time employees. We supplem
workforce with temporary workers from time to time, especially in the first quarter of each fiscal year to service increased
and consumer demand during the peak November-December holiday season.

Available information

Our Company files annual, quarterly, and current reports, proxy statements, and other documents with the Securities and
Commission (“SEC”) under the Securities Exchange Act of 1934 (the “Exchange Act”). The public may read and copy any

ent our
customer

Exchange
materials

that Green Mountain Coffee files with the SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549. The

public may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. Als
maintains an Internet website that contains reports, proxy and information statements, and other information regarding |
including Green Mountain Coffee, that file electronically with the SEC. The public can obtain any documents that we file
SEC at www.sec.gov. '

Our Company maintains a website at www. GreenMountainCoffee.com. Our filings with the SEC, including without limita
annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, are available through a
maintained on our website under the heading “Investor Services — SEC Filings & Reports.” Information contained on ou
not incorporated by reference into this report. '
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item 2. Properties

Green Mountain Coffee Roasters leases one principal manufacturing and warehousing facility located at Pilgrim Park in Waterbury,
Vermont. The facility has in total approximately 98,000 square feet of usable space including a mezzanine area. The lease on this

. building expires in 2014, .

In fiscal 2004, we built a new 72,000 square foot warehousing and distribution facility (including a 20,000 square foot mezzanine)
adjacent to our manufacturing plant in Waterbury, Vermont. The land underneath this facility is leased from Pilgrim Partnership, LLC.

Our other facilities, all of which are 1eased, are as follows:

" Type Location Approximaté Square Feet Expiration of Lease
Warehouse/Distribution/ Woburn, MA 10,580 2006
Service Space Southington, CT 11,200 2006
Demeritt Place, Waterbury, VT 12,000 2006
Waterbury, VT 3,000 2006

Waterbury, VT (Factory Outlet) 1,100 month-to-month
Biddeford, ME . 10,000 2011
Latham, NY " 7,500 2007
Lakeland, FL * 7,200 2006

Administrative Offices Coffee Lane, Waterbury, VT 4,000 month-to-month
: Demeritt Place, Waterbury, VT 10,000 2006
Main Street, Waterbury, VT 10,900 2006
Pilgrim Park II, Waterbury, VT : 22,900 2006

* Use of the Lakeland, Florida, warehouse was discontinued in October 2004. Green Mountain Coffee Roasters is currently sub-leasing this space.

We believe that our facilities are generally adequate for our current needs and for the remainder of fiscal 2006.

Item 3. Legal Proceedings

We are not currently party to any material pending legal proceedings.

Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of security holders during the fiscal quarter ended September 24, 2005.
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Executive Officers of the Registrant

Certain biographical information regarding each executive officer of our Company is set forth below:

Name A Rositon Offce ince
Kathryn S. Brooks 50 Vice President aﬁd Director 2001
Paul Comey 55 Vice President 1993
Michael Dupee 37 Vice President 2004
Richard Scott McCreary 46 Chief Operating Officer 2004
James K. Prevo 52 Chief Information Officer 1997
Frances G. Rathke 45 Vice President, Chief F\inancial Officer, Secretary and Treasurer 2003
Stephen J. Sabol 44 Vice President _ 1993
Robert P. Stiller 62 Chairman of the Board, President and Chief Executive Officer 1993
James E. Travis 42 Vice President 2005
Jonathan C. Wettstein 57 Vice President 1993
Thomas J. Whalen 34 Vice President 2005

Kathryn S. Brooks has served as Vice President of Human Resources and Organizational Development since April 2001. F
1998 to April 2001, Ms. Brooks was Senior Vice President of Human Resources at Webster Bank, a financial services comp
that, Ms. Brooks served as Vice President of Human Resources at Bombardier Capital from May 1992 to May 1997.

Paul Comey has served as Vice President of Environmental Affairs since June 2004. Between May 1993 and June 2004, Mr
Vice President of Facilities and Process Engineering of Green Mountain Coffee.

Michael Dupee was hired as Vice President of Corporate Social Responsibility in June 2004. Between July 2000 and May 2
Dupee was Vice President at Goldman Sachs & Co.

Richard Scott McCreary was hired as Chief Operating Officer of Green Moéuntain Coffee in September 2004. Prior to this
1993, Mr. McCreary was employed by Unilever North America and its subsidiaries. Most recently, Mr. McCreary served ag
Director of Operations at Unilever’s subsidiary, Ben & Jerry’s Homemade, Inc. Prior to joining Unilever, McCreary’s previ
ence included positions with Kraft General Foods, M&M Mars and Pillsbury in operations, new product development, an
and development.

James K. Prevo has served as Chief Information Officer of Green Mountain Coffee since March 1993. Mr. Prevo worked fg
Equipment Corporation from November 1979 through March 1993.

Frances G. Rathke has served as Chief Financial Officer of Green Mountain Coffee since October 2003, and as Interim Ch
Officer of our Company since April 2003. Prior to that, Ms. Rathke worked as a financial consultant with various food ma
.and food retailers from July 2001 to April 2003. One of these consulting assignments included the position of Interim Chi
Officer for Wild Oats Markets, Inc., a supermarket chain, from July 2001 to December 2001. Prior to this, Ms. Rathke serv
Financial Officer for Ben & Jerry’s Homemade; Inc., an ice cream manufacturer, from April 1989 to August 2000. From Se
1982 to March 1989, Ms. Rathke practiced public accounting and auditing with Coopers & Lybrand LLC, and is a certified
accountant.

Stephen J. Sabol has served as Vice President of Development of Green Mountain Coffee since October 2001. Mr. Sabol w
President of Sales of our Company from September 1996 to September 2001. Prior to that, Mr. Sabol served as Vice Presid
Branded Sales of Green Mountain Coffee from August 1992 to September 1996.
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Robert P. Stiller, founder of Green Mountain Coffee, has served as its President and Chief Executive Officer since its inception in July
1981. In September 1971; Mr. Stiller co-founded Robert Burton Associates, a company engaged in the development and sale of E-Z .
Wider products and served as its President and director until June 1980, when Robert Burton Associates was sold.

James E. Travis joined Green Mountain Coffee Roasters as Vice President of Sales in August of 2005. Prior to joining our Company,
from July 1995 to July 2005, Mr. Travis was employed by Ocean Spray Cranberries, Inc., where he held management positions in Sales,
Trade Marketing and International Development. His most recent assignment was that of National Sales Manager - Domestic. Prior
to joining Ocean Spray Cranberries, Inc., from 1986 to 1995, Mr. Travis served in a variety of sales roles at Del Monte Foods USA.

Jonathan C. Wettstein has served as Vice President of Operations of Green Mountain Coffee since April 1993. Mr. Wettstein worked
for Digital Equipment Corporation from June 1974 to April 1993.

Thomas J. Whalen has served as our Company’s Vice President of Marketing since March 2005. Previously, Mr. Whalen served as
Green Mountain Coffee Roasters’ Vice President of National Foodservice from October 2003 to March 2005 and as Director of Brand
and Market Development from December 2001 to October 2003. Prior to joining Green Mountain Coffee, Mr. Whalen worked as an
independent consultant for our Company from June 2001 to December 2001. Mr. Whalen was also employed at Adventurous Traveler,
a direct marketer of adventure travel services, from December 1999 to June 2001; Patagonia, a leading apparel and outdoor gear
manufacturer; and Leo Burnett, a global advertising and marketing services agency.
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PART Il

ltem 5. Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Securities

(a) Price Range of Securities

The Company’s common stock trades on the NASDAQ National Market under the symbol GMCR. The following table sets forth the
high and low closing prices as reported by NASDAQ for the periods indicated.

>AHigh ‘ Low

Fiscal 2004 16 weeks ended January 17, 2004 ‘ $ 24.00 $ 1980
12 weeks ended April 10, 2004 $ 23.95 $ 19,90

12 weeks ended July 3, 2004 $ 21.56 $ 18120

12 weeks ended September 25, 2004 $ 20.70 $ 18(17

Fiscal 2005 16 weeks ended January 15, 2005 . $ 26.09 $ 2048
12 weeks ended April 9, 2005 ' $ 26.16 $ 23(92

12 weeks ended July 2, 2005 $ 35.50 $ 24{57

12 weeks ended September 24, 2005 $ 39.61 $ 3244

Fiscal 2006 ' September 25, 2005 to November 30, 2005 ) $ 42.60 $ 32,80

(b) Number of Equity Security Holders
As of November 30, 2005, the number of record holders of the Company's common stock was 632.
(c) Dividends

The Company has never paid a cash dividend on its common stock and anticipates that for the foreseeable future any earnings will be
retained for use in its business and, accordingly, does not anticipate the payment of cash dividends.

(d) Securities Authorized for Issuance Under Equity Compensation Plans

Number of securities to be Weighted avé?aée exercise Number of securities

issued upon exercise of outstanding  price of outstanding options, remaining available for |
Plan category options, warrants and rights warrants and rights future issuance

(a) (b) (c)

Equity compensation plans
approved by security holders 856,130 $14.52 411,648
Equity compensation plans not
approved by security holders _— — — —_—t—
Total 856,130 $14.52 411,648
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Item 6. Selected Financial Data

The table below shows selected financial data for our last five fiscal years. Our fiscal year is based on a 52-week year for all years
presented. There were no cash dividends paid during the past five fiscal years. ‘

Fiscal Years Ended
Sept. 24,2005 Sept. 25,2004 Sept.27,2003  Sept.28,2002  Sept. 29,2001

(In thousands, except per share data)

Coffee pounds shipped 19,879 17,734 15,570 13,504 12,408

Net sales $ 161,536 $ 137,444 $116,727 $ 100,000 $ 95,576

Income before equity in loss of

Keurig, Incorporated $ 9,448 $ 8901 $ 7,393 $ 6,232 $ 5782
Income from continuing operations ¢! $ 8,956 $ 7,825 $ 6266  $ 5970 $ 5,782
Income per share from continuing

operations - diluted $ 1.17 $ 1.06 $ 0.86 $ 0.82 $ 0.80
Total assets $ 89,852 $ 78,332 $ 59,014 $ 54,687 $ 34,496
Long-term obligations $ 5218 -$ 14,039 $ 8,908 $ 15,209 $ 6,256
Stockholders’ equity $ 60,392 $ 44,415 $ 35,148 $ 27,065 $ 18,600

1 Excludes results of our discontinued company-owned retail stores operation, which was closed in fiscal year 1998.

ltem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Forward-looking information

You should read the following discussion and analysis‘in conjunction with our consolidated financial statements and related notes
included-elsewhere in this report. Except for historical information, the discussion below contains forward-looking statements within
the meaning of Section 21E of the Securities Exchange Act of 1934. Words such as “anticipate,” “believe,” “expect,” “will,” “feel,”
“estimate,” “intend,” “plan,” “project,” “forecast,” and similar expressions, may identify such forward-looking statements. Forward-
looking statements are inherently uncertain and actual results could differ materially from those set forth in forward-looking state-
ments. Factors that could cause actual results to differ materially from those in the forward-looking statements include, but are not
limited to, fluctuations in availability and cost of high-quality green coffee, pricing pressures and competition in general, organiza-
tional changes, the impact of a weaker economy, business conditions in the coffee industry and food industry in general, the impact
of the loss of one or more major customers, delays in the timing of adding new locations with existing customers, our level of success
in continuing to attract new customers, variances from budgeted sales mix and growth rate, and weather and special or unusual
events, as well as other risks described in this report and other factors described from time to time in the Company's ﬁhngs with the

»

Securities and Exchange Commission.

In addition, the Company has an equity investment in Keurig, Incorporated, a small private company. Keurig, Incorporated can have
significant quarterly operating income fluctuations and its results can differ materially from expectations set forth in forward-looking
statements, which could affect our financial results. Keurig is currently operating at a loss. Such operating losses and the related tax
benefits may affect the valuation of our equity investment in Keurig. Further, there is uncertainty around Keurig’s marketing
expenditures supporting the Keurig Single-Cup Brewer for the home and Keurig results could vary materially depending on Keurig,
Incorporated's success in the home brewer market. Forward-looking statements reflect our analysis as of the date of this report.

We do not undertake to revise these statements to reflect subsequent developments, other than in our regular, quarterly earnings
releases and related disclosures.
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Overview

Green Mountain Coffee Roasters, Inc. (“the Company” or “Green Mountain Coffee”) is a leader in the specialty coffee ind

roast high-quality arabica coffees and offer over 100 coffee selections, including single-origins, estates, certified organics, F

Certified™, proprietary blends, and flavored coffees that we sell under the Green Mountain Coffee Roasters® and Newma
Organics brands. We sell coffee to retailers including supermarkets, convenience stores, specialty food stores; food service
including restaurants, hotels, universities and business offices; and directly to individual consumers.

Cost of sales consists of the cost of raw materials including coffee beans, flavorings and packaging materials; a portion of
expense; the salaries and related expenses of production; distribution and merchandising personnel; depreciation on prod
equipment; and freight and delivery expenses. Selling and operating expenses consist of expenses that directly support the
our wholesale or consumer direct channels, including media and advertising expenses; a portion of the rental expense; an
salaries and related expenses of employees directly supporting sales. General and administrative expenses consist of expen
for corporate support and administration, including a portion of the rental expense and the salaries and related expenses
not elsewhere categorized.

Our fiscal year ends on the last Saturday in September. Qur fiscal year normally consists of 13 four-week periods with the
and third “quarters” ending 16 weeks, 28 weeks and 40 weeks, respectively, into the fiscal year. Fiscal 2005, fiscal 2004, and
represent the 52 week-periods ended September 24, 2005, September 25, 2004, and September 27, 2003, respectively.

Green Mountain Coffee Roasters, Inc. is a Delaware company formed in July 1993.

Results from Operations

The following discussion on results of operations should be read in conjunction with “Item 6. Selected Financial Data,” th

statements and accompanying notes and the other financial data included elsewhere in this report.

The following table presents certain financial data of the Company expressed as a percentage of net sales for the periods de

. Fiscalyearsended

ustry. We
air Trade
n’s Own®
enterprises

our rental
uction

sales for

d the

ses incurred
of personnel

first, second
fiscal 2003

e financial

noted below:

‘ September 24, 2005 September 25, 2004 September 27, 2003 :
‘Net sales 100.0 % 100.0 % 100.0 %
Cost of sales 64.7 % 60.7 % 58.0 %
Gross profit 35.3 % 39.3 % 42.0 %
Selling and operating expenses 19.5 % 21.6 % 23.7%
General and administrative expenses 6.0 % 6.9 % 7.0 %
" Operating income 9.8 % 10.8 % 11.3 %
Other income 0.1 % 0.0 % 0.0 %
Interest expense (0.3)% (0.2)% (0.5)%
Income before income taxes 9.6 % 10.6 % 10.8 %
Income tax expense (3.8)% (4.1)% (4.5)%
Income before equity in losses of Keurig, Incorporated,
net of tax benefit 5.8 % 6.5% 6.3 %
Equity in losses of Keurig, Incorporated, net of tax benefit (0.3)% (0.8)% (0.9)%
Net income 5.5 % 57% 54 %
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Fiscal 2005 versus Fiscal 2004

Net sales increased by $24,092,000 or 17.5%, to $161,536,000 in fiscal 2005 as compared to fiscal 2004. Coftee pounds shipped
increased by approximately 2,145,000 pounds, or 12.1%, to approximately 19,879,000 pounds in fiscal 2005. The difference in growth
rates between sales and pounds primarily reflects the increase in coffee K-Cups® as a percentage of sales, which sell at a higher price
per pound than our other products, as well as the growth of the Company’s Celestial Seasonings® Teas in K-Cups which are not part
of the coffee pounds shipped data. The difference in net sales and pounds growth also reflects the two price increases in January and
March 2005 which represents approximately 3.6% of the 17.5% increase in net sales. Our sales growth was driven by sales of K-Cups
in the Office Coffee Service (“OCS”) channel and the Consumer Direct channel, with OCS coffee contributing over 45% of the
increase in net sales. In addition, the Food Service and Convenience Store channels experienced strong coffee sales. The pounds
increase was strongest in the OCS channel, up 752,000 pounds or 18.3% due to strong K-Cup sales to our key customers driven by
continued penetration of the Keurig® B-100 Single-Cup Brewers in small offices and the continued success of teas in K-Cups. The
Consumer Direct channel grew over 54% in dollar sales and 43.9% in coffee pounds shipped or 236,000 pounds, due primarily to
increased sales of the Keurig® Single-Cup Brewers for the home and associated K-Cups as well as K-Cup sales to Keurig, Incorporated
for its new Keurig Single-Cup Brewer sales to the retail channel, and to new Café EXPRESS members and overall improvements in
website and catalog performance. In the Food Service channel, coffee pounds shipped increased 512,000 pounds, or 20% over the
2004 period, as a result of new customer acquisitions including approximately 244 Bruegger’s Bakery casual restaurants throughout
the United States. The Convenience Store channel increased pounds shipped by 506,000 pounds, or 10.4% over the 2004 period led
by sales to McLane Company, Inc. (“McLane”), the distributor for ExxonMobil. The Supermarkets channel increased their pounds .
shipped by 140,000 pounds, or 2.5% over the 2004 period, due primarily to the increase in sales of our Fair Trade and Organic prod-
uct line including our co-branded Newman’s Own® Organics products. Supermarket shipments slowed in the last two quarters of
2005, showing a decline of 2.6% over the comparable period in fiscal 2004. The softness in shipmerits in the second half of 2005 was
mainly due to increased promotional levels by coffee competitors and the impact of our price increases in January and March of
2005.

Gross profit increased by $2,891,000, or 5.3%, to $56,975,000 in fiscal 2005. As a percentage of net sales, gross profit decreased 4.0
percentage points to 35.3% in fiscal 2005. The principal reasons for this decrease were higher green coffee costs, changes to the sales
mix (mostly related to the higher percentage of sales of K-Cups which have a lower gross margin), increased costs associated with the
new distribution center, as well as higher delivery expenses and higher costs associated with bringing new K-Cup capacity on-line.

Selling and operating expenses increased by $1,779,000, or 6.0%, to $31,517,000 in fiscal 2005, primarily due to compensation and
benefits increases and higher marketing and promotional expenses. General and administrative expenses increased by $61,000, or
0.6%, to $9,554,000 in fiscal 2005. This increase was primarily due to higher salaries and compliance costs associated with the federal
Sarbanes-Oxley legislation, and was partially offset by decreases in performance-based bonuses and employee benefits costs. Total
selling, general and administrative expenses decreased to 25.5% of net sales from 28.5% of net sales in fiscal 2004. This improvement
was primarily the result of leveraging selling and organizational resources on a higher sales base.

Interest expense increased by $216,000 to $498,000 in fiscal 2005. This increase is mainly due to a higher average debt balance in fiscal
year 2005. The average effective interest rate was approximately 5.4% in fiscal 2005 as compared to 4.0% in fiscal 2004. In fiscal 2005
and fiscal 2004, Green Mountain Coffee capitalized $226,000 and $282,000 of interest expense, respectively. Income tax expense
increased $390,000, or 6.8%, to $6,121,000 in fiscal 2005. The effective tax rate in 2005 was 39.3%, essentially unchanged from 39.2%
in 2004. :

We adopted the equity method of accounting for our investment in Keurig, Incorporated (“Keurig”) in the third quarter of fiscal 2002
as our common stock ownership percentage grew from under 10% to 49.93% during that quarter. As of September 24, 2005 and
September 25, 2004, the shares of common stock owned by the Company represent approximately 48.6% and 49.7% of Keurig’s out-
standing common stock, respectively. As of September 24, 2005, the total acquired shares (preferred stock and common stock) repre-
sent approximately 41.3% of Keurig’s common equivalent shares and approximately 34.1% of Keurig’s total shares on a fully diluted
basis. Keurig is effectively controlled by MD Co. (controlled by MDT Advisers, an institutional investment company), which owns
approximately 23% of Keurig’s capital stock. As a result of contractual limitations and restrictions agreed to by us and certain other
stockholders, MD Co. has the ability to elect a majority of Keurig’s Board of Directors, cause certain types of amendments to Keurig’s
Certificate of Incorporation, and approve or reject a sale of Keurig’s business.
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The equity in the net earnings/loss of Keurig in fiscal 2005 was a loss of $492,000 or $0.06 per diluted share. This loss inclydes a
$0.04 unrealized gain (net of tax) related to a valuation increase of Green Mountain Coffee’s preferred shares of Keurig, which are

carried at accreted redemption value. The loss also includes Green Mountain Coffee’s share of the accretion of Keurig, Inc
estimated redemption value of its preferred stock owned by other shareholders of ($468,000) or ($0.06) per share (net of t

redemption value is based on Keurig’s estimate of the amount the holders of the preferred shares will receive upon redemy

Board of Directors of Keurig reviews its estimate periodically and may change it prior to the February 4, 2007 earliest poss
redemption date. The balance of the Keurig loss is primarily due to increased expenditures by Keurig related to the launch
Keurig® Single-Cup Brewers for the home. We recognize our equity portion of Keurig’s losses net of related tax benefits. T
accounting treatment assumes that the deferred tax asset from the Keurig losses will ultimately be realizable. The valuatio
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Keurig investment at September 24, 2005 and the related deferred tax asset is supported by a récent valuation analysis prepa[red by an

independent investment-banking firm.

Net income increased by $1,131,000, or 14.5%, to $8,956,000 in fiscal 2005. Earnings per diluted share increased $0.11 to $

Fiscal 2004 versus Fiscal 2003

1.17.

Net sales increased by $20,717,000 or 17.7%, to $137,444,000 in fiscal 2004 as compared to fiscal 2003. Coffee pounds shipped
increased by approximately 2,165,000 pounds, or 13.9%, to approximately 17,734,000 pounds in fiscal 2004, The difference in growth

rates between sales and pounds primarily reflects the increase in coffee K-Cups® as a percentage of sales, which sell at a hig

per pound than the Company’s other products, as well as the growth of our Celestial Seasonings® Teas in K-Cups which d

her price
b not enter

the coffee pounds shipped data. The sales growth was driven by sales of K-Cups to the office coffee channel and the consumer direct

channel, as well as strong coffee sales to the supermarkets channel. The pounds increase was strongest in the supermarkets

channel,

up 842,000 pounds or 17.3% due primarily to the addition of new customers, including Publix Supermarkets, Stop & Shop® and the
continued growth of sales to Costco. A key growth driver in the supermarkets channel is the increase in sales of the Company's Fair
Trade and Organic product line including our co-branded Newman’s Own® Organics products. The pound sales in the office coffee
service (“OCS”) channel increased 733,000 pounds, or 21.6%, due to strong K-Cup sales driven by increased penetration df the
Keurig B-100 Single-Cup Brewers in small offices. The convenience store channel grew 258,000 pounds, or 5.6%, largely due to the

sales to McLane Company, Inc. {(“McLane”), the distributor for ExxonMobil.

Gross profit increased by $5,073,000, or 10.4%, to $54,084,000 in fiscal 2004. As a percentage of net sales, gross profit decreased 2.7
percentage points to 39.3% in fiscal 2004. The principal reasons for this decrease were changes to the sales mix, mostly related to the
higher percentage of sales of K-Cups which have a lower gross margin, as well as higher delivery expenses and higher green coffee

costs.

Selling and operating expenses increased by $2,089,000, or 7.6%, to $29,738,000 in fiscal 2004, primarily due to compensation and
benefits increases totaling $1,777,000. General and administrative expenses increased by $1,252,000, or 15.2%, to $9,493,000 in
fiscal 2004, primarily due to increases in compensation and employee benefits expenses of $890,000. Total selling, general and
administrative expenses decreased to 28.5% of net sales from 30.7% of net sales in fiscal 2003. This improvement was primarily the

result of leveraging selling and organizational resources on a higher sales base.

Intérest expense decreased by $257,000 to $282,000 in fiscal 2004. This decrease is mainly due to the capitalization of inter

est expense

associated with the construction of our new distribution center. The average effective interest rate was approximately 4% in fiscal

2004. In fiscal 2004 and fiscal 2003, we capitalized $282,000 and $127,000 of interest expense, respectively.

Income tax expense increased $486,000, or 9.3%, to $5,731,000 in fiscal 2004. The effective tax rate in 2004 was 39.2%, down from
41.5% in 2003. The decrease is due mainly to the favorable impact of the state tax incentives of $397,000, after federal effedt, awarded
under the Vermont Economic Advancement Tax Incentive Program. The total incentives awarded are $2,090,500 over the associated

5-year period. The ultimate amount of this credit is dependent on actual capital expenditures and employees added to the

payroll

over the 5-year period of the authorization. We reduced the valuation allowance on our Vermont Manufacturer’s tax credit by $59,000

and $145,000 in fiscal 2004 and fiscal 2003, respectively. This credit expired at the end of fiscal year 2004.

The equity in the net earnings/loss of Keurig in fiscal 2004 was a loss of $1,076,000 or $0.15 per diluted share, down $51,0
from a loss of $1,127,000 in fiscal 2003 The Keurig losses are primarily due to marketing expenditures by Keurig related to

0 or 4.5%
the launch

of the Keurig® Single-Cup Brewer for the home. Qur percentage ownership of the total common stock equivalent outstanding shares
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of Keurig was 41.8% and 41.9% at September 25, 2004 and September 27, 2003, respectively. We recognize our equity portion of
Keurig’s losses net of related tax benefits. This accounting treatment assumes that the deferred tax asset from the Keurig losses will
ultimately be realizable. The valuation of the Keurig investment at September 25, 2004 and the related deferred tax asset is supported
by a valuation analysis prepared by an independent investment-banking firm.

Net income increased by $1,559,000, or 24.9%, to $7,825,000 in fiscal 2004. Earnings per diluted share increased $0.20 to $1.06.

Liquidity and Capital Resources

Our working capital increased $5,449,000 to $17,172,000 at September 24, 2005. This increase is primarily due to increased
inventory, and, to a lesser extent, increased cash and accounts receivable, and was partially offset by an increase in accounts payable
and accrued expenses.

Net cash provided by operating activities decreased by $953,000, or 6.0%, to $14,874,000 in fiscal 2005 from fiscal 2004 levels. In fiscal
2005, cash flows from operations were used to fund capital expenditures and repay debt.

In fiscal 2005, we had capital expenditures of $9,442,000, including $3,870,000 for production and distribution equipment;
$2,720,000 for computer equipment and software; $2,031,000 for coffee service equipment loaned to customers; $705,000 for
building, leasehold improvements and fixtures; and $116,000 for vehicles. ~y

In fiscal 2004, we had capital expenditures of $18,500,000, including $6,657,000 for building, leasehold improvements and fixtures;
$8,304,000 for production equipment; $1,663,000 for loaner equipment; $1,720,000 for computer equipment and software; and
$156,000 for vehicles. The construction of the new distribution center in Waterbury accounted for $9,973,000 of the total 2004 capital
expenditures. Other significant production projects, primarily upgrades to the Keurig packaging lines and projects in the roasting
area, accounted for $4,286,000 of the 2004 expenditures. -

At September 24, 2005, the balance of fixed assets classified as construction in progress, and therefore not being depreciated in the
current period, amounted to $1,684,000. The assets included in this amount are expected to be ready for production use before the
end of fiscal 2006.

In fiscal 2005, cash flows from financing activities included $4,341,000 generated from the exercise of employee stock options and
issuance of shares under the employee stock purchase plan, up from $930,000 in the 2004 fiscal year. In addition, cash flows from
operating activities included a $2,262,000 tax benefit from the exercise of non-qualified options and disqualifying dispositions of
incentive stock options, up from $301,000 in 2004. As options granted under our stock option plans are exercised, we will continue to
receive proceeds and a tax deduction for disqualifying dispositions; however, we cannot predict either the amounts or the timing of
these disqualifying dispositions.

We maintain a credit facility with Bank of America N.A. (“Bank of America”). On June 30, 2004 we modified our existing credit
facility with Bank of America. The second participating lender in this modified facility is Citizens Bank New Hampshire (“Citizens”).
The modified facility provides for the previously existing term loan to be increased from $15 million to $17 million and to be
amortized over 5 years. The availability under our revolving line of credit (which expires in March 2006) decreased from $12.5
million to $10 million and the availability under our equipment line of credit remains at $5 million with a term out of 5 years per
amount drawn. The modified credit facility was used to finance our new distribution center in fiscal 2004, to purchase needed
equipment, as well as for working capital purposes. The credit facility is secured by all the assets of the Company, and includes a

. negative pledge on our new distribution center. The terms of the credit agreement also restrict certain transactions without prior
bank approval. -

On May 31, 2005, we used excess cash to pay down $5,000,000 of our term loan debt with Bank of America. This prepayment
shortened the maturity date of the loan from June 2009 to December 2007. All other terms of the debt remained unchanged.

At September 24, 2005 and September 25, 2004, the balance outstanding under the term loan was $8,450,000 and $16,500,000,
respectively. No amount was outstanding under the revolving line of credit at September 24, 2005 or September 25, 2004. No amount
was outstanding under the equipment line of credit at September 24, 2005. At September 25, 2004, $500,000 was outstanding under
the equipment line of credit.
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The credit agreement contains minimum quarterly profitability, maximum funded debt to EBITDA, and minimum fixed charge
coverage ratio covenants. On September 12, 2005, Green Mountain Coffee and Bank of America entered into an amendment to the
credit facility to replace the fixed charge coverage ratio with a debt service coverage ratio and amend the definition of EBITDA by
expressly including in non-cash charges added back to our consolidated net income charges for stock options, restricted stock, or
other stock-based awards which we have expensed. We were in compliance with the credit agreement's covenants at September 24,
2005 and September 25, 2004.

The interest paid on the credit facility varies with prime, LIBOR and Banker’s Acceptance rates, plus a margin based on a
performance price structure. On June 29, 2004, we entered into a $17,000,000 amortizing interest rate swap agreement in order to fix
the interest rate on our term loan. The effect of the swap is to limit the interest rate exposure to a fixed rate of 3.94% versus the
30-day LIBOR rate. The notional amount of the swap at September 24, 2005, was $8,450,000. We believe that our cash flows from
operating activities, existing cash and the modified credit facility will provide sufficient liquidity to pay all liabilities in the normal
course of business, fund anticipated capital expenditures and service debt requirements through the next twelve months. We
anticipate renewing the revolving line of credit expiring in March 2006. In addition, we may decide to seek additional borrowings or
an equity offering as additional sources of funding in order to position our Company for strategic opportunities as they occur.

A summary of our cash requirements related to our outstanding long-term debt, future minimum lease payments and green coffee
purchase commitments is as follows:

Capital Lease Operating Lease Purchase
Fiscal Year Long-Term Debt Obligations Obligations Obligations Total
2006 | $ 3,492,000 $ 38,000 $ 1,735,000 $ 16,378,000 $ 21,643,000
2007 3,459,000 40,000 1,184,000 113,000 4,796,000
2008 1,662,000 37,000 1,000,000 113,000 2,812,000
2009 - 20,000 889,000 112,000 1,021,000
2010 ' - - 793,000 - 793,000
Thereafter - - 3,460,000 - 3,460,000
Total $ 8,613,000 $ 135,000 $ 9,061,000 $ 16,716,000 $ 34,525,000

In addition, we expect to spend $11,000,000 to $13,000,000 in capital expenditures in fiscal 2006.

Factors Affecting Quarterly Performance

Historically, we have experienced variations in sales from quarter-to-quarter due to the holiday season and a variety of other factors,
including, but not limited to, general economic trends, the cost of green coffee, competition, marketing programs, and weather.

Because of the seasonality of our business, results for any quarter are not necessarily indicative of the results that may be achieved for
the full fiscal year.

Critical Accounting Policies

We prepare our consolidated financial statements in conformity with accounting principles generally accepted in the United States of
America. The preparation of these financial statements requires us to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period (see Note 2 to our Consolidated Financial Statements
included in this Annual Report on Form 10-K). Actual results could differ from those estimates.
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In December 2001, the Securities and Exchange Commission (“SEC”) requested that all registrants list their critical accounting poli-
cies in Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations of their Form 10-K. The SEC
defined a critical accounting policy as one that is important to the portrayal of the company’s financial condition and results of
operations and requires management’s subjective or complex judgments. In accordance with this request, we are describing our
critical accounting policies below.

Provision for Doubtful Accounts:

Periodically, we review the adequacy of our provision for doubtful accounts based on historical bad debt expense results and current
economic conditions using factors based on the aging of our accounts receivable, In addition, from time-to-time we estimate specific
additional allowances based on indications that a specific customer may be experiencing financial difficulties. Actual bad debt results
could differ materially from these estimates.

Impairment of Long-Lived Assets:

When facts and circumstances indicate that the carrying values of long-lived assets, including fixed assets, investments in other
companies and intangibles, may be impaired, an evaluation of recoverability is performed by comparing the carrying value of the
assets to projected future cash flows in addition to other quantitative and qualitative analyses. Upon indication that the carrying value
of such assets may not be recoverable, we recognize an impairment loss as a charge against current operations. Long-lived assets to be
disposed of are reported at the lower of the carrying amount or fair value, less estimated costs to sell. Judgments we make related to
the expected useful lives of long-lived assets and our ability to realize undiscounted cash flows in excess of the carrying amounts of
such assets are affected by factors such as the ongoing maintenance and improvements of the assets, changes in economic conditions,
and changes in operating performance. As we assess the ongoing expected cash flows and carrying amounts of our long-lived assets,
these factors could cause us to realize a material impairment charge. ‘

Hedge Accounting:

We use coffee futures to hedge price increases in price-to-be-fixed coffee purchase commitments and anticipated coffee purchases.
These derivative instruments qualify for hedge accounting under SFAS No. 133, “Accounting for Derivative Instruments and Hedging
Activities.” Hedge accounting is permitted if the hedging relationship is expected to be highly effective. Effectiveness is determined by
how closely the changes in the fair value of the derivative instrument offset the changes in the fair value of the hedged item.

If the derivative is determined to qualify for hedge accounting, the effective portion of the change in the fair value of the derivative
instrument is recorded in other comprehensive income and recognized in earnings when the related hedged item is sold. The
ineffective portion of the change in the fair value of the derivative instrument is recorded directly to earnings. If these derivative
instruments do not qualify for hedge accounting, we would have to record the changes in the fair value of the derivative instruments
directly to earnings. See “Ttem 7A. Quantitative and Qualitative Disclosures about Market Risk” and Note 10 in the “Notes to
Condensed Consolidated Financial Statements,” included elsewhere in this report.

Income Tax:

We utilize the asset and liability method of accounting for income taxes, as set forth in Statement of Financial Accounting Standards
No. 109, “Accounting for Income Taxes” (“SFAS 1097). SFAS 109 requires the recognition of deferred tax assets and liabilities for the
expected future tax consequences of temporary differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates in effect for the year in
which those temporary differences are expected to be recovered or settled.

Inventories:
Inventories are stated at the lower of cost or market, with cost being determined by the first-in, first-out method. Inventories consist
primarily of green and roasted coffee, packaging materials and purchased finished goods.

Revenue recognition:
Revenue from wholesale and consumer direct sales is recognized upon product delivery.
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Stock based compensation:

We have chosen to continue to account for stock-based compensation using the intrinsic value method prescribed by Accounting
Principles Board Opinion No. 25 “Accounting for Stock Issued to Employees.” Accordingly, except for two grants to outside
consultants in fiscal 2003 and a grant issued to an officer below market price in fiscal 2004, no compensation expense has been
recognized for our stock option awards and our stock purchase plan because the exercise price of our stock options equals or exceeds
the market price of the underlying stock on the date of the graﬁt. The Company has adopted the disclosure-only provision of
Statement of Accounting Standards No. 123 “Accounting for Stock Based Compensation” (“SFAS 123”).

Recent Accounting pronouncements

In December 2004, the Financial Accounting Standards Board {“FASB”) issued Statement of Financial Accounting Standards No. 123
(revised 2004) Share-Based Paymenfs [FAS123(R)]. This Statement establishes standards for the accounting for transactions in which
an entity exchanges its equity instruments for goods or services. This Statement requires the Company to measure the cost of
employee services received in exchange for an award of equity instruments (usually stock options) based on the grant-date fair value
of the award. That cost will be recognized over the period during which an employee is required to provide service in exchange for
the award - the requisite service period (usually the vesting period). The grant-date fair value of employee share options and similar
instruments will be estimated using an option pricing model adjusted for the unique characteristics of those instruments. This
statement is effective as of the beginning of the first annual reporting period that begins after June 15, 2005, which is the fiscal year
beginning on September 25, 2005 for Green Mountain Coffee. The Company is currently in the process of implementing this
Statement which is expected to have a material impact on its results from operations. See Note No. 2 for the disclosure of share-based
compensation required by FAS 123. The standard provides for three alternative transition methods including (i) a modified
prospective application (“MPA”), without restatement of prior interim periods in the year of adoption, (ii) MPA with restatement of
prior interim periods in the year of adoption and (iii) a modified retrospective application. The Company anticipates using the
modified prospective application transition method without restatement of prior interim periods.

In March 2005, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 107 (SAB 107) which provides
guidance regarding the interaction of FAS123(R) and certain SEC rules and regulations. The new guidance includes the SEC’s view on
the valuation of share-based payment arrangements for public companies and may simplify some of FAS 123(R)’s implementation
challenges for registrants and enhance the information that investors receive.

In November 2004, the FASB issued SFAS No. 151, Inventory Costs (“SFAS 1517), an amendment of Accounting Research Bulletin No.
43, Chapter 4, to clarify the accounting for abnormal amounts of idle facility expense, freight, handling costs, and waste material. This
statement requires that abnormal expenses be recognized in the current period and that fixed production overhead be allocated to
inventory based on the normal capacity of the production facilities. This statement is effective for fiscal periods beginning after June
15, 2005. The Company is in the process of evaluating the impact of this new Standard and will make any necessary adjustment in its
first quarter. The Company does not believe that the adoption of SFAS 151 will have a significant effect on its financial statements.

In March 2005, the FASB issued FIN 47, Accounting for Conditional Asset Retirement Obligations, which clarifies that the term
‘conditional asset retirement obligation’ as used in SFAS No. 143, Accounting for Asset Retirement Obligations, refers to a legal
obligation to p;eljform an asset retirement activity in which the timing and/or method of settlement are conditional on a future event
that may or may not be within the control of the entity. FIN 47 requires an entity to recognize a liability for the fair value of a
conditional asset retirement obligation if the fair value can be reasonably estimated. FIN 47 is effective no later than the end of the
fiscal year ending after December 15, 2005. The Company does not believe that FIN 47 will have a material impact on its financial
position or results from operations.

In August 2005, the FASB issued Statement No. 154, Accounting Changes and Error Corrections (“SFAS No. 154”). This statement
applies to all voluntary changes in accounting principle and to changes required by an accounting pronouncement if the
pronouncement does not include specific transition provisions, and it changes the requirements for accounting for and reporting
them. Unless it is impractical, the statement requires retrospective application of the changes to prior periods’ financial statements.
This statement is effective for accounting changes and correction of errors made in fiscal years beginning after December 15, 2005.
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Off-Balance Sheet Arrangements

Under SEC regulations, in certain circumstances, the Company is requlred to make certain disclosures regarding the following
off-balance sheet arrangements, if material:

+ Any obligation under certain guarantee contracts;

+ Any retained or contingent interest in assets transferred to an unconsolidated entity or similar arrangement that serves as credit,
liquidity or market risk support to that entity for such assets;

+ Any obligation under certain derivative instruments; and

+ Any obligation arising out of a material variable interest held by the Company in an unconsolidated entity that provides financing,
liquidity, market risk or credit risk support to the Company, or engages in leasing, hedging or research and development services
with the Company.

We do not have any off-balance sheet arrangements that are required to be disclosed pursuant to these regulations. We do not have,
nor do we engage in, transactions with any special purpose entities. Except as specifically discussed in Notes 8 and 10 to the
Consolidated Financial Statements, we are not engaged in hedging activities. In the ordinary course of business, we enter into
operating lease commitments, purchase commitments and other contractual obligations. These transactions are recognized in our
financial statements in accordance with generally accepted accounting principles, and are more fully discussed above.

Risks Related to the Company’s Business

Green Mountain Coffee’s business, its future performance and forward-looking statements are affected by general industry and
market conditions and growth rates, general U.S. and non-U.S. economic and political conditions (including the global economy),
competition, interest rate and currency exchange rate fluctuations and other events. The following items are representative of the
risks, uncertainties and other conditions that may impact our business, future performance and the forward-looking statements that
we make in this report or that we may make in the future.

Because our Company has only one roasting facility, a significant interruption in the operation of this facility could potentially disrupt
our operations.

We have only one coffee roasting facility. A significant interruption in the operation of this facility, whether as a result of a natural
disaster or other causes, could significantly impair our ability to operate our business on a day-to-day basis. Similarly, any disruption
in our new distribution facility adjacent to our roasting facility in Vermont could significantly impair our ability to operate our
business. As this new distribution center continues to undergo hardware and software changes and refinements in order to run more
efficiently, there is a risk that the distribution center may not consistently operate at optimal performance levels throughout the year.
In addition, because our coffee roasting and primary distribution facility is located in Vermont, our ability to ship coffee and receive
shipments or raw materials could be adversely affected during winter months as a result of severe winter conditions and storms.

Our substantial equity investment in Keurig, Incorporated, a privately-held company, could have a material ongoing negative effect on
our net income.

Green Mountain Coffee has a substantial equity investment in Keurig, Incorporated, a private company. Keurig can have significant
quarterly operating income/loss fluctuations and its results can differ materially from expectations set forth in forward-looking
statements. Keurig is currently operating at a loss and its negative earnings have a direct effect on Green Mountain Coffee’s net
income because our investment in Keurig is accounted for under the equity method of accounting. We recognize our equity portion
of Keurig’s losses net of related tax benefits. This accounting treatment assumes that the deferred tax asset from the Keurig losses will
ultimately be realizable. The valuation of the Keurig investment at September 24, 2005 and the related deferred tax asset is supported
by a valuation analysis prepared by an independent investment-banking firm. Further, there is a high degree of uncertainty with
respect to Keurig’s spending for the marketing support of the Keurig® Single-Cup Brewers for the home and results could materially
vary depending on Keurig’s success in continuing to penetrate the home brewer market and its ability to secure adequate financing to
support its marketing activities. Due to contractual agreements between Green Mountain Coffee and the other stockholders of
Keurig, Incorporated, we have very limited control over the management, operation or strategic direction of Keurig, Incorporated.

Increases in the cost of high quality arabica coffee beans could reduce Green Mountain Coffee’s gross margin and profit.
Green coffee commodity prices are subject to substantial price fluctuations, generally caused by multiple factors including weather,
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political and economic conditions in certain coffee-producing countries and other supply-related concerns. In recent years, green
coffee prices have been under considerable downward pressures due to oversupply, but have increased significantly in fiscal 2005.
Management believes that the “C” price of coffee (the price per pound quoted by the Coffee, Sugar and Cocoa Exchange) will remain
highly volatile in future fiscal years. In addition to the “C” price, coffee of the quality sought by Green Mountain Coffee tends to trade
on a negotiated basis at a substantial premium or “differential” above the “C” price. These differentials also are subject to significant
variations. In recent years, while the “C” price has been at or near historic lows, differentials have generally been on the rise.

In the past, we generally have been able to pass increases in green coffee costs to our customers. We increased prices for certain
products twice in fiscal 2005 due to rising coffee costs. There can be no assurance that we will be successful in passing such
fluctuations on to the customers without losses in sales volume or gross margin in the future. Additionally, if higher green coffee costs
can be offset on a dollar for dollar basis by price increases, this trend still lowers our gross margin on a percentage of sales basis.

Similarly, rapid sharp decreases in the cost of green coffee could also force us to lower sales prices before realizing cost reductions in
our green coffee inventory. Furthermore, a worldwide supply shortage of the high-quality arabica coffees we purchase could have an
adverse impact on our operations and profitability.

Decreased availability of high quality arabica coffee beans could result in a decrease in revenue and jeopardize our Company’s ability
to maintain or expand our business.

Arabica coffee beans of the quality we purchase are not readily available on the commodity markets. We depend on our relationships
with coffee brokers, exporters and growers for the supply of our primary raw material, high quality arabica coffee beans. In particular,
the supply of Fair Trade Certified™ coffees is limited. We may not be able to purchase enough Fair Trade coffees to satisfy the rapidly
increasing demand for such coffees, which could impact our revenue growth.

Because an increasing amount of our supply of Arabica coffee beans comes from specialty farms, we are more dependent upon a limited
amount of suppliers, which increases the risk of inventory shortage.

We purchase an increasing amount of green coffee from specifically identified farms, estates, cooperatives and cooperative groups.

In fiscal 2005, 47% of green coffee purchases were “farm-identified,” slightly down from 49% in fiscal 2004. The timing of these
purchases is dictated by when the coffee becomes available (after the annual crop), which does not always coincide with the period we
need this green coffee to fulfill customer demand. This can lead to higher and more variable inventory levels.

If our relationships with coffee brokers, exporters and growers deteriorate, we may be unable to procure a sufficient quantity of high
quality coffee beans. In such case, we may not be able to fulfill the demand of its existing customers, supply new customers or expand
other channels of distribution. A raw material shortage could result in decreased revenue or could impair our ability to maintain or
expand our business.

Competition in the specialty coffee market is intense and could affect Green Mountain Coffee’s profitability.

The specialty coffee market is highly fragmented. Competition in the specialty coffee market is becoming increasingly intense as
relatively low barriers to entry encourage new competitors to enter the specialty coffee market. Many of our current and potential
competitors have substantially greater financial, marketing and operating resources. Qur primary competitors in specialty coffee sales
include Gevalia Kaffe (Kraft Foods), Dunkin’ Donuts, Peet’s Coffee & Tea, Millstone® (Procter & Gamble), New England Coffee
Company and Starbucks. There are numerous smaller, regional brands that also compete in this category. In addition, we compete
indirectly against all other coffee brands on the market. A number of nationwide coffee marketers, such as Kraft Foods, Procter &
Gamble, Sara Lee and Nestlé, are distributing premium coffee brands in supermarkets. These premium coffee brands may serve as
substitutes for our coffee. If we do not succeed in effectively differentiating ourselves from our competitors or our competitors adopt
our strategies, then our competitive position may be weakened.

Because a substantial portion of Green Mountain Coffee’s revenue is related to sales to certain major customers, the loss of one or more
of these customers could materially harm our business.

Our Company receives a significant portion of revenue in each fiscal period from a relatively limited number of customers, and that
trend is likely to continue. Coffee pounds shipped to our ten largest customers accounted for approximately 36% of our total coffee
pounds shipped in fiscal 2005. The loss of one or more of these major customers or a decrease in orders from one of these customers
could materially affect our business. In addition, a significant percentage of our total revenue in fiscal 2005 came from sales of
K-Cups®. If Green Mountain Coffee was no longer permitted to manufacture K-Cups® or if competitive, business or economic
factors had a material negative impact on sales of the Keurig Single-Cup-Brewing system, our business would be adversely affected.
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Because Green Mountain Coffee’s business is focused almost entirely on the sale of specialty coffee, if the demand for specialty coffee
decreased, our Company’s business could suffer.
Sales of specialty coffee constituted nearly 100% of our Company’s 2005 net revenue.

Demand for specialty coffee is affected by many factors, including:

» Consumer tastes and preferences;
+ International, national, regional and local economic conditions; and
* Demographic trends

Because Green Mountain Coffee is highly dependent on consumer demand for specialty coffee, a shift in consumer preferences
away from specialty coffee would harm our business more than if we had more diversified product offerings. If customer demand for
specialty coffee decreases, our sales would decrease accordingly.

Because Green Mountain Coffee relies heavily on common carriers to deliver our coffee any disruption in their services or increase in
shipping costs could adversely affect our business. ~

Green Mountain Coffee relies on a number of common carriers to deliver coffee to our customers and distribution centers. We have
no control over these common carriers and the services provided by them may be interrupted as a result of labor shortages, contract
disputes or other factors. If we experience an interruption in these services, we may be unable to ship our coffee in a timely manner.
A delay in shipping could:

+ Have an adverse impact on the quality of the coffee shipped, and thereby adversely affect our brand and reputation;
+ Result in the disposal of an amount of coffee that could not be shipped in a timely manner; and
+ Require us to contract with alternative, and possibly more expensive, common carriers.

Any significant increase in shipping costs could lower our profit margins or force us to raise prices, which could cause the Company's
revenue and profits to sutfer.

Green Mountain Coffee depends on the expertise of key personnel. If these individuals leave or change their role within the Company
without effective replacements, our operations could suffer.

The success of our Company’s business is dependent to a large degree on our management and our coffee roasters and purchasers.

If members of the Company’s management leave without effective replacements, our ability to implement our business strategy could
be impaired. If we lost the services of our coffee roasters and purchasers, our ability to source and purchase a sufficient supply of
specialty coffee beans and roast coffee beans consistent with our quality standards could suffer. In either case, the Company’s business
and operations could be adversely affected.

Green Mountain Coffee’s roasting methods are not proprietary, so competitors may be able to duplicate them, which could harm our
competitive position. '

We consider our roasting methods essential to the flavor and richness of our coffee and, therefore, essential to our brand. Because our
roasting methods cannot be patented, we would be unable to prevent competitors from copying our roasting methods if such
methods became known. If the Company’s competitors copy our roasting methods, the value of our brand could be diminished, and
we could lose customers to our competitors. In addition, competitors could be able to develop roasting methods that are more
advanced than Green Mountain Coffee’s roasting methods, which could also harm our competitive position.

Because a substantial portion of our business is based in New England, a worsening of the regional New England economy, a decrease
in consumer spending or a change in the competitive conditions in this market could substantially decrease Green Mountain Coffee’s
revenue and could adversely impact our ability to implement our business strategy.

Coffee pounds shipped to customers in New England accounted for 42% of our total pounds shipped in fiscal 2005. We expect that
our New England operations will continue to generate a substantial portion of our revenue. In addition, our market share and
visibility in New England provides us with a means for increasing brand awareness, building customer loyalty and strengthening our
premium specialty coffee brand. As a result, an economic downturn or other decrease in consumer spending in New England may not
only lead to a substantial decrease in revenue, but may also adversely impact our ability to market our brand, build customer loyalty,
or otherwise implement our business strategy and further diversify the geographical concentration of our operations.
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Political instability in coffee growing regions could result in a decrease in the availability of high quality arabica coffee beans needed for
the continued operation and growth of our business and an increase in our operating costs.

QOur Company roasts arabica coffee beans from many different regions to produce over 100 types and blends of coffee. The political
situation in many of those regions, including Africa, Indonesia, and Central and South America, can be unstable, and such instability
could affect our ability to purchase coffee from those regions. If arabica coffee beans from a region become unavailable or
prohibitively expensive, we could be forced to discontinue particular coffee types and blends or substitute coffee beans from other
regions in our blends. Frequent substitutions and changes in our coffee product lines could lead to cost increases, customer alienation
and fluctuations in our gross margins. Furthermore, a worldwide supply shortage of the high quality arabica coffee beans we purchase
could have a material adverse effect on our business.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Market risks relating to our operations result primarily from changes in interest rates and commodity prices (the “C” price of coffee).
To address these risks, we enter into hedging transactions as described below. We do not use financial instruments for trading
purposes. For purposes of specific risk analysis, we use sensitivity analysis to determine the impacts that market risk exposures may
have on our financial position or earnings. '

Interest Rate Risks

The table below provides information about our debt obligations that are sensitive to changes in interest rates. The table presents
principal cash flows and related weighted average interest rates by expected maturity dates.

Ppcsdmuiyae w6 ws a0 Tl
Long-term debt:

Variable rate - - - - - -
Average interest rate - - - - - -
Fixed rate (in thousands) $ 3,530 $ 3,499 $ 1,699 $ 19 $ 1 $ 8,748
Average interest rate 5.05% 5.10% 5.14% 4.76% 4.76% $5.09%

At September 24, 2005, we had no debt subject to variable interest rates. We entered into an amortizing interest rate swap agreement
in June 2004, in order to fix the interest rate on our entire term loan. The effect of the swap is to limit the interest rate exposure to a
fixed rate of 3.94% versus the 30-day LIBOR.

In fiscal 2005 and fiscal 2004, we paid $201,000 and $167,000, respectively, in additional interest expense pursuant to the swap
agreement. We are exposed to credit loss in the event of nonperformance by the other party to the swap agreement; however, nonper-
formance is not anticipated. The fair market value of the interest rate swap is the estimated amount that we would receive or pay to
terminate the agreement at the reporting date, taking into account current interest rates and the credit worthiness of the counterparty
At September 24, 2005, we estimate that we would have received $28,000 (gross of tax) if we terminated the agreement. We designate
the swap agreement as a cash flow hedge and the fair value of the swap is classified in accumulated other comprehensive income.

Commodity Price Risks

Green coffee prices are subject to substantial price fluctuations, generally caused by multiple factors including weather, and political
and economic conditions in certain coffee-producing countries. Qur gross profit margins can be significantly impacted by changes
in the price of green coffee. We enter into fixed coffee purchase commitments in an attempt to secure an adequate supply of coffee.
These agreements are tied to specific market prices (defined by both the origin of the coffee and the time of delivery) but we

have significant flexibility in selecting the date of the market price to be used in each contract. We generally fix the price of our
coffee contracts two to six months prior to delivery, so that we can adjust our sales prices to the market. In addition, we maintain an
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on-hand inventory of approximately 1.5 to 2 months worth of green coffee requirements. At September 24, 2005, we had
approximately $16,716,000 in green coffee purchase commitments, of which approximately 84% had a fixed price.

In addition, we regularly use commodity-based financial instruments to hedge price-to-be-established coffee purchase commitments
with the objective of minimizing cost risk due to market fluctuations. These hedges generally qualify as cash flow hedges. Gains and
losses are deferred in other comprehensive income until the hedged inventory sale is recognized in earnings, at which point they are
added to cost of sales. At September 24, 2005 we held outstanding futures contracts covering 1,687,500 pounds of coffee with a fair
market value of ($60,000), gross of tax. The average settlement price used to calculate the fair value of the contracts outstanding was
$0.93. If the settlement price drops on average by 10%, the loss incurred will be approximately $157,000 gross of tax. However, this
loss, if realized, would be offset by lower costs of coffee purchased during fiscal 2006. ’

ltem 8. Financial Statements and Supplementary Data
See Index to Consolidated Financial Statements on Page F-1.

In accordance with rule 3-09, we will file audited financial statements of our equity method investee Keurig, Incorporated for the
calendar year ending December 31, 2005, which meets the significant subsidiary tests, within 90 days of Keurig's year-end.

Iltem 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None,

Item 9A. Controls and Procedures

Disclosure Controls and Procedures

The Company’s management, under the supervision and with the participation of the Company’s Chief Executive Officer and Chief
Financial Officer, carried out an evaluation of the effectiveness of the design and operation of the Company’s disclosure controls and
procedures as of Septemnber 24, 2005. Based upon this evaluation, the Company’s Chief Executive Officer and Chief Financial Officer
concluded that the Company’s disclosure controls and procedures [as defined in Exchange Act Rule 13a-15(e)] are effective.

Management’s Report on Internal Control Over Financial Reporting

The Company’s management is responsible for establishing and maintaining adequate internal control over financial reporting.

The Company’s internal control over financial reporting is a process designed under the supervision of its Chief Executive Officer and
Chief Financial Officer to provide reasonable assurance regarding the reliability of financial reporting and the preparation of the
Company’s financial statements for external purposes in accordance with generally accepted accounting principles. Management
evaluates the effectiveness of the Company’s internal control over financial reporting using the criteria set forth by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control—Integrated Framework. Management, under
the supervision and with the participation of the Company’s Chief Executive Officer and Chief Financial Officer, assessed the
effectiveness of the Company’s internal control over financial reporting as of September 24, 2005 and concluded that it is effective.

PricewaterhouseCoopers LLP, the Company’s independent registered public dtcounting firm, has audited management’s assessment
of the effectiveness of the Company's internal control over financial reporting as of September 24, 2005, as stated in their report
included herein.

Changes in Internal Control over Financial Reporting

There was no change in the Company’s internal control over financial reporting that occurred during the Company’s most
recent fiscal quarter that has materially affected, or is reasonably likely to materially affect, the Company’s internal control over
financial reportfng.

Iitem 9B. Other Information

None.
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PART Il

Item 10. Directors and Executive Dfficers of the Registrant

Except for the information regarding the Company’s executive officers, the information called for by this Item is incorporated by
reference in this report to our definitive Proxy Statement for the Company’s Annual Meeting of Stockholders to be held on March 16,
2006, which will be filed not later than 120 days after the close of our fiscal year ended September 24, 2005 (the “Definitive

Proxy Statement”).

For information concerning the executive officers of the Company, see "Executive Officers of the Registrant."

Iltem 11.

Executive Compensation

The information required by this item will be incorporated by reference to the information contained in the
Definitive Proxy Statement.

Item 12, Security Ownership of Certain Beneficial Owners and Management

The information required by this item will be incorporated by reference to the information contained in the
Definitive Proxy Statement.

Item 13. Certain Relationships and Related Transactions

The information required by this item will be incorporated by reference to the information contained in the
Definitive Proxy Statement.

Item 14. Principal Accounting Fees and Services

The information required by this item will be incorporated by reference to the information contained in the
Definitive Proxy Statement.

PART IV

Item 15. Exhibits and Financial Statement Schedules -
Exhibit No. Exhibit Title

3.1

32

3.3

4.1

Certificate of Incorporation, as amended (incorporated by reference to Exhibit 3.1 in the Quarterly Report on Form 10-Q
for the 12 weeks ended April 13, 2002).

Bylaws of the Company, as amended (incorporated by reference to Exhibit 3.2 in the Quarterly Report on Form 10-Q
for the 12 weeks ended April 13, 2002).

Certificate of Merger (incorporated by reference to Exhibit 3.3 in the Quarterly Report on Form 10-Q for the 16 weeks
ended January 18, 2003).

Second Amended and Restated Credit Agreement, dated as of June 30, 2004, by and among the Company, as borrower,
Fleet National Bank (“Fleet”), as agent, and Fleet and Citizens Bank New Hampshire (“Citizens”), as lenders (incorporated
by reference to Exhibit 4.1 in thee Current Report on Form 8-K dated July 2, 2004).

(a) Revolving Note dated June 30, 2004 by the Company in favor of Fleet (incorporated by reference to Exhibit 4.1(a)
in the Current Report on Form 8-K dated July 2, 2004).

(b) Revolving Note dated June 30, 2004 by the Company in favor of Citizens (incorporated by reference to Exhibit
4.1(b) in the Current Report on Form 8-K dated July 2, 2004).

{c) Term Note dated June 30, 2004 by the Company in favor of Fleet (incorporated by reference to Exhibit 4.1(c) in
thee Current Report on Form 8-K dated July 2, 2004).
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4.2

(e)

)

(h)

()

Term Note dated June 30, 2004 by the Company in favor of Citizens (incorporated by reference to Exhibit 4.1(d) in
thee Current Report on Form 8-K dated July 2, 2004).

Equipment Note dated June 30, 2004 by the Company in favor of Fleet (incorporated by reference to Exhibit 4.1(e)
in thee Current Report on Form 8-K dated July 2, 2004).

Equipment Note dated June 30, 2004 by the Company in favor of Citizens (incorporated by reference to Exhibit
4.1(f) in thee Current Report on Form 8-K dated July 2, 2004).

Swing Line Note dated June 30, 2004 by the Company in favor of Fleet (incorporated by reference to Exhibit 4.1(g)
in thee Current Report on Form 8-K dated July 2, 2004).

Amendment to Leasehold Mortgage dated as of June 30, 2004 among the Company, Fleet and Citizens
(incorporated by reference to Exhibit 4.1(h) in thee Current Report on Form 8-K dated July 2, 2004).

Amendment to the Second Amended and Restated Credit Agreement and Loan Documents dated September 12, 2005.

Amended and Restated Credit Agreement, dated as of August 30, 2002, by and among the Company, as guarantor, Green
Mountain Coffee Roasters, Inc. (“GMCR”) and Green Mountain Coffee Roasters Franchising Corporation (“GMCRF”),
as borrowers, Fleet National Bank, as agent (“Fleet”), and Fleet National Bank and Banknorth, N.A. (“Banknorth”), as
lenders (collectively, the “Lenders”) (incorporated by reference to Exhibit 4.1 in the Current Report on Form 8-K dated
August 30, 2002). **

(a)

(b)

(¢)

(d)

(e)

(f)

(g)

(h)

(1)

()

(k)

M

Revolving Note dated August 30, 2002, by GMCR and GMCREF in favor of Fleet (incorporated by reference to
Exhibit 4.1(a) in the Current Report on Form 8-K dated August 30, 2002). **

Revolving Note dated August 30, 2002, by GMCR and GMCREF in favor of Banknorth (incorporated by reference to
Exhibit 4.1(b) in the Current Report on Form 8-K dated August 30, 2002). **

Term Note dated August 30, 2002, by GMCR and GMCREF in favor of Fleet (incorporated by reference to Exhibit
4.1(¢) in the Current Report on Form 8-K dated August 30, 2002). **

Term Note dated August 30, 2002, by GMCR and GMCRF in favor of Banknorth (incorporated by reference to
Exhibit 4.1(d) in the Current Report on Form 8-K dated August 30, 2002). **

Equipment Note dated August 30, 2002, by GMCR and GMCREF in favor of Fleet (incorporated by reference to
Exhibit 4.1(e) in the Current Report on Form 8-K dated August 30, 2002). **

Equipment Note dated August 30, 2002, by GMCR and GMCREF in favor of Banknorth (incorporated by reference
to Exhibit 4.1(f) in the Current Report on Form 8-K dated August 30, 2002). **

Swing Line Note dated August 30, 2002, by GMCR and GMCREF in favor of Fleet (incorporated by reference to
Exhibit 4.1(g) in the Current Report on Form 8-K dated August 30, 2002). **

Security Agreement dated as of August 30, 2002, by and between GMCR and Fleet, as agent for the benefit of the
Lenders (incorporated by reference to Exhibit 4.1(h) in the Current Report on Form 8-K dated August 30, 2002).

Security Agreement dated as of August 30, 2002, by and between GMCRF and Fleet, as agent for the benefit of the
Lenders (incorporated by reference to Exhibit 4.1(i) in the Current Report on Form 8-K dated August 30, 2002).

Security Agreement (Intellectual Property) dated as of August 30, 2002, by and between GMCR and Fleet, as agent
for the benefit of the Lenders (incorporated by reference to Exhibit 4.1(j) in the Current Report on Form 8-K dated
August 30, 2002).

Pledge Agreement dated as of August 30, 2002, by and between GMCR and Fleet, as agent for the benefit of the
Lenders (incorporated by reference to Exhibit 4.1(k) in the Current Report on Form 8-K dated August 30, 2002).

Mortgage, Security Agreement and Fixture Filing dated as of August 30, 2002, by and between GMCR and Fleet, as
agent for the benefit of the Lenders (incorporated by reference to Exhibit 4.1(1) in the Current Report on Form 8-K
dated August 30, 2002).

;
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{(m) Collateral Assignment of Leasehold Interests dated as of August 30, 2002, by and between GMCR and Fleet, as agent
for the benefit of the Lenders (incorporated by reference to Exhibit 4.1(m) in the Current Report on Form 8-K
dated August 30, 2002).

10.1 Lease Agreement, dated April 28, 1993, between Pilgrim Partnership and Green Mountain Coffee, Inc., {(incorporated by
reference to Exhibit 10.33 in the Registration Statement on Form SB-2 (Registration No. 33-66646) filed on July 28, 1993 and
declared effective on September 21, 1993).

(a) Addendum to Lease Agreement dated April 28, 1993 (incorporated by reference to Exhibit 10.33(a) in the
Registration Statement on Form SB-2 (Registration No. 33-66646) filed on July 28, 1993, and declared effective on
September 21, 1993).

(b) Lease Amendment dated August 16, 1993 (incorporated by reference to Exhibit 10.33(b) in the Annual Report on
Form 10-KSB for the fiscal year ended September 25, 1993, filed on December 23, 1993).

(c) Letter Agreement dated July 30, 1997 (incorporated by reference to Exhibit 10.33(c) in the Quarterly Report on
Form 10-Q for the 16 weeks ended January 17, 1998).

(d) Amendment to Lease Agreement dated July 1, 2002 (incorporated by reference to Exhibit 10.1 in the Quarterly
Report on Form 10-Q for the 12 weeks ended July 6, 2002).

(e) Addendum & Amendment to Lease dated October 15, 2003.

10.2 1993 Stock Option Plan of the Company, as revised (incorporated by reference to Exhibit 10.36 in the Annual Report on
Form 10-K for the fiscal year ended September 27, 1997).%

(a) Form of Stock Option Agreement.*

10.3 1998 Employee Stock Purchase Plan with Form of Participation Agreement (incorporated by reference to Exhibit 10.37 in
the Annual Report on Form 10-X for the fiscal year ended September 26, 1998.)*

10.4 1999 Stock Option Plan of the Company (incorporated by reference to Exhibit 10.38 in the Quarterly Report on
Form 10-Q for the 16 weeks ended January 18, 1999).*

(a) Form of Stock Option Agreement.*

10.5 Employment Agreement of Stephen J. Sabol dated as of July 1, 1993 (incorporated by reference to Exhibit 10.41 in the
Registration Statement on Form SB-2 (Registration No. 33-66646) filed on July 28, 1993, and declared effective on
September 21, 1993).*

10.6 Employment Agreement of Paul Comey dated as of July 1, 1993 (incorporated by reference to Exhibit 10.42 in the
Registration Statement on Form SB-2 (Registration No. 33-66646) filed on July 28, 1993, and declared effective on
September 21, 1993).*

10.7 Employment Agreement of Jonathan C. Wettstein dated as of July 1, 1993 (incorporated by reference to Exhibit 10.44
in the Registration Statement on Form SB-2 (Registration No. 33-66646) filed on July 28, 1993, and declared effective on
September 21, 1993).*

10.8 2000 Stock Option Plan of the Company (incorporated by reference to Exhibit 10.105 in the Annual Report on Form 10-K
for the fiscal year ended September 30, 2000).*

(a) Form of Stock Option Agreement*

10.9 Green Mountain Coffee, Inc., Employee Stock Ownership Plan (incorporated by reference to Exhibit 10.113 in the Annual
Report on Form 10-K for the fiscal year ended September 30, 2000).

10.10  Green Mountain Coffee, Inc., Employee Stock Ownership Trust (incorporated by reference to Exhibit 10.114 in the Annual
Report on Form 10-K for the fiscal year ended September 30, 2000). '
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10.11

10.12

10.13
10.14
10.15
10.16

10.17
10.18

10.19

10.20
10.21

14.

23.
24.

31.1
31.2
32.1

32.2

o)

Loan Agreement by and between the Green Mountain Coffee, Inc., Employee Stock Ownership Trust and Green Mountain
Coffee, Inc., made and entered into as of April 16, 2001 (incorporated by reference to Exhibit 10.118 in the Quarterly Report
on Form 10-Q for the 12 weeks ended April 14, 2001).

Shareholder Rights Agreement dated April 4, 2002, by and among Green Mountain Coffee Roasters, Inc., Keurig,
Incorporated and MD Co. (incorporated by reference to Exhibit 10.1 in the Current Report on Form 8-K dated April 5, 2002).

Second Amended and Restated First Refusal Agreement dated as of February 4, 2002, by and among Green Mountain Coffee
Roasters, Inc., Keurig, Incorporated and certain other holders of the capital stock of Keurig, Incorporated (incorporated by
reference to Exhibit 10.2 in the Current Report on Form 8-K dated April 5, 2002).

Voting Agreement dated as of February 4, 2002, by and among Green Mountain Coffee Roasters, Inc., Keurig, Incorporated
and certain other holders of the capital stock of Keurig, Incorporated (incorporated by reference to Exhibit 10.3 in the
Current Report on Form 8-K dated April 5, 2002).

Stock Rights Agreement dated as of February 4, 2002, by and among Keurig, Incorporated, Green Mountain Coffee Roasters,
Inc., and other holders of preferred stock of Keurig, Incorporated (incorporated by reference to Exhibit 10.4 in the Current
Report on Form 8-K dated April 5, 2002).

Equipment Purchase Agreement dated as of June 21, 2002, by and between Green Mountain Coffee Roasters, Inc., and
Keurig, Incorporated (incorporated by reference to Exhibit 10.1 in the Quarterly Report on Form 10-Q for the 12 weeks
ended July 6, 2002).

2002 Deferred Compensation Plan (incorporated by reference to Appendix A of the Definitive Proxy Statement filed on
January 24, 2003).*

Employment Agreement between Green Mountain Coffee Roasters, Inc. and Frances G. Rathke dated as of October 31, 2003
(incorporated by reference to Exhibit 10.26 in the Annual Report on Form 10-K for the fiscal year ended September 27, 2003).*

Ground Lease Agreement dated April 14, 2005 between Pilgrim Partnership, LLC and the Company (incorporated by
reference to Exhibit 10.1 to the Quarterly Report on Form 10-Q for the fiscal quarter ended April 9, 2005)

(a) Amendment to Ground Lease Agreement dated November 15, 2005.
Employment agreement of James Travis dated July 27, 2005*
Lease Agreement dated November 15, 2005 between Pilgrim Partnership, LLC and the Company.

Green Mountain Coffee Roasters Finance Code of Professional Conduct (incorporated by reference to Exhibit 14 in Annual
Report on Form 10-K for the fiscal year ended September 27, 2003).

Consent of PricewaterhouseCoopers LLP.
Powers of Attorney.

Principal Executive Officer Certification Pursuant to Securities Exchange Act Rules 13a-14 and 15d-14 as Adopted Pursuant
to the Section 302 of the Sarbanes-Oxley Act of 2002.

Principal Financial Officer Certification Pursuant to Securities Exchange Act Rules 13a-14 and 15d-14 as Adopted Pursuant
to the Section 302 of the Sarbanes-Oxley Act of 2002.

Principal Executive Officer Certification Pursuant 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

Principal Financial Officer Certification Pursuant 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

* Management contract or compensatory plan
** Superceded and replaced by the agreements included in Exhibit 4.1 and related to a new credit facility
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities and Exchange Act of 1934, the Registrant caused this
Report to be signed on its behalf by the undersigned, thereunto duly authorized.

GREEN MOUNTAIN COFEFEE ROASTERS, INC.

o s 8 Bk

FRANCES G. RATHKE
Chief Financial Officer,
~ Treasurer and Secretary

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date

Chairman of the Board of Directors,

ROBERT P. STILLER President and Chief Executive Officer

{Principal Executive Officer) December 8, 2005
%A(M }4' a (LL' Chief Financial Officer,
FRANCES G. RATHKE Treasurer, and Secretary

(Principal Financial and Accounting Officer) December 8, 2005
KATHRYN S. BROOKS* Vice President of Human Resources and

Organizational Development and Director December 8, 2005
BARBARA CARLINTI* Director December 8, 2005
WILLIAM D. DAVIS* Director December 8, 2005
JULES A. DEL VECCHIO* Director December 8, 2005
DAVID E. MORAN* Director December 8, 2005

By @G@%&\

N

Robert P. Stiller, Attorney-in-fact
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GREEN MOUNTAIN COFFEE ROASTERS, INC.

Indéx to Consolidated Financial Statements

Report of Independent Registered Public Accounting Firm

Consolidated Financial Statements:

Consolidated Balance Sheets at September 24, 2005 and September 25, 2004

Consolidated Statements of Operations for each of the three years in the period ended
September 24, 2005

Consélidated Statements of Changes in Stockholders' Equity for each of the three years
in the period ended September 24, 2005

Consolidated Statements of Comprehensive Income for each of the three years in the
period ended September 24, 2005

Consolidated Statements of Cash Flows for each of the three years in the period ended
September 24, 2005

Notes to Consolidated Financial Statements

Financial Statement Schedule -
Schedule II - Valuation and Qualifying Accounts

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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PRICEVWATERHOUSE(COPERS @

PricewaterhouseCoopers LLP
125 High Street

Boston MA 02110

Telephone (617) 530 5000
Facsimile (617) 530 5001

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of Green Mountain Coffee Roasters, Inc.:

We have completed an integrated audit of Green Mountain Coffee Roasters, Inc.’s 2005
consolidated financial statements and of its internal control over financial reporting as of
September 24, 2005 and audits of its 2004 and 2003 consolidated financial statements in
accordance with the standards of the Public Company Accounting Oversight Board (United
States). Our opinions, based on our audits, are presented below.

Consolidated financial statements and financial statement schedule

In our opinion, the consolidated financial statements listed in the accompanying index present
fairly, in all material respects, the financial position of Green Mountain Coffee Roasters, Inc.
at September 24, 2005 and September 25, 2004, and the results of its operations and its cash
flows for each of the three years in the period ended September 24, 2005 in conformity with
accounting principles generally accepted in the United States of America. In addition, in our
opinion, the financial statement schedule listed in the accompanying index presents fairly, in
all material respects, the information set forth therein when read in conjunction with the
related consolidated financial statements. These financial statements and financial statement
schedule are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements and financial statement schedule based on
our audits. We conducted our audits of these statements in accordance with the standards of
the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit of financial statements includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in Management’s Report on
Internal Control over Financial Reporting appearing under Item 9A, that the Company
maintained effective internal control over financial reporting as of September 24, 2005 based
on criteria established in Internal Control - Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission (COSO), is fairly stated, in all
material respects, based on those criteria. Furthermore, in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of
September 24, 2005, based on criteria established in Internal Control - Integrated
Framework issued by the COSO. The Company’s management is responsible for
maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express
opinions on management’s assessment and on the effectiveness of the Company’s internal
control over financial reporting based on our audit. We conducted our audit of internal




control over financial reporting in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control
over financial reporting was maintained in all material respects. An audit of internal control
over financial reporting includes obtaining an understanding of internal control over
financial reporting, evaluating management’s assessment, testing and evaluating the design
and operating effectiveness of internal control, and performing such other procedures as we
consider necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and
procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (iii) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial
statements. '

Because of its inherent limitations, internal control over financial reporting may not prevent
or detect misstatements. Also, projections of any evaluation of effectiveness to future periods
are subject to the risk that controls may become inadequate because of changes in conditions,
or that the degree of compliance with the policies or procedures may deteriorate.

gy s CCP

Boston, Massachusetts
" December 8, 2005



GREEN MOUNTAIN COFFEE ROASTERS, INC.

Consolidated Balance Sheets
(Dollars in thousands)

September 24, 2005 September 25,2004

Assets

Current assets:
Cash and cash equivalents ' $ 6,450 $ 4,514
Receivables, less allowances of $544 and $481 at September 24,

2005, and September 25, 2004, respectively 15,286 13,776
Inventories 14,039 9,580
Other current assets ‘ 1,274 983
Deferred income taxes, net _ . 1,346 616

Total current assets V 38,395 29,469
Fixed assets, net 39,507 36,502
Investment in Keurig, Incorporated 9,765 10,604
Goodwill and other intangibles 1,446 1,446
Other long-term assets 739 } 311
$ 89,852 $ 78,332
Liabilities and Stockholders’ Equity
Current liabilities:
Current portion of long-term debt $ 3,530 $ 3,259
Accounts payable 10,440 ' 8,382
Accrued compensation costs 1,929 2,737
Accrued expenses o 4,547 3,028
Other short-term liabilities , 60 317
Income tax payable ‘ 717 23
Total current liabilities 21,223 ' - 17,746
Long-term debt 5,218 14,039
Deferred income taxes 3,019 2,132
Commitments and contingencies (Note 16)
Stockholders’ equity:
Common stock, $0.10 par value: Authorized - 20,000,000 shares;
Issued - 8,638,281 and 8,260,261 shares at September 24, 2005 and .
September 25, 2004, respectively : 864 826
Additional paid-in capital 29,651 : 22,884
Retained earnings 37,695 28,739
Accumulated other comprehensive (loss) ‘ (72) (130)
ESOP unallocated shares, at cost - 15,205 and 21,060 shares at

September 24, 2005 and September 25, 2004, respectively (410) (568)
Treasury shares, at cost - 1,157,554 shares at September 24, 2005 and

September 25, 2004 (7,336) (7,336)

Total stockholders’ equity ‘ 60,392 44,415
$ 89,852 $ 78,332

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
@ . GREEN MOUNTAIN COFFEE ROASTERS, INC. ANNUAL REPORT 2005




GREEN MOUNTAIN COFFEE ROASTERS, INC.

Consolidated Statement of Operations
(Dollars in thousands except per share data)

Net sales
Cost of sales
Gross profit

Selling and operating expenses
General and administrative expenses

Operating income

Other income
Interest expense

Income before income taxes
Income tax expense

Income before equity in losses of Keurig, Incorporated,
net of tax benefit

Equity in losses of Keurig, Incorporated, net of tax benefit
Net income

Basic income per share:
Weighted average shares outstanding
Net income

Diluted income per share:
Weighted average shares outstanding
Net income

September 24, 2005

Year Ended
September 25, 2004

September 27, 2003

$ 161,536 $ 137,444 $ 116,727
104,561 83,360 67,716
56,975 '54,084 49,011
31,517 29,738 27,649
9,554 9,493 8,241
15,904 14,853 13,121

163 61 56
(498) (282) (539)
15,569 14,632 12,638
(6,121) (5,731) (5,245)
9,448 8,901 7,393
(492) (1,076) (1,127)

$ 8,956 $ 7,825 $ 6,266

7,192,431 7,004,605 6,859,709

$ 125 $ 1.12 $ 091

7,666,832 7,409,426 7,259,805

$ 117 $ 1.06 $ 086

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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GREEN MOUNTAIN COFFEE ROASTERS, INC.

Condensed Consolidated Statements of Comprehensive Income
(Dollars in thousands)

".‘.”"Z - Year Ended
September 24,2005  September 25,2004  September 27, 2003
Net income $ 8,956 $ 7,825 $ 6,266
Other comprehensive income (loss), net of tax:
Deferred gains (losses) on derivatives designated

as cash flow hedges 42 (10) (50)
{Gains) losses on derivatives designated as
cash flow hedges included in net income 16 (51) (7)
Other comprehensive income (loss) 58 (61) (57)
Comprehensive income $ 9,014 $ 7,764 $ 6,209
The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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GREEN MOUNTAIN COFFEE ROASTERS, INC.

Consolidated Statements of Cash Flows
(Dollars in thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation and amortization
Gain on disposal of fixed assets
Provision for doubtful accounts
Change in fair value of interest rate swap
Change in fair value of futures derivatives
Change in accumulated other comprehensive income
Tax benefit from exercise of non-qualified stock options and
disqualified dispositions of incentive stock options
Tax benefit (expense) from allocation of ESOP shares
Equity in loss of Keurig, Incorporated
Deferred income taxes
Deferred compensation and stock compensation
Contributions to the ESOP
Changes in assets and liabilities:
Receivables
[nventories
Other current assets
Income taxes payable (receivable)
Other long-term assets
Accounts payable
Accrued compensation costs
Accrued expenses
Net cash provided by operating activities

Cash flows from investing activities:
Expenditures for fixed assets
Proceeds from disposals of fixed assets
Net cash used for investing activities

Cash flows from financing activities:
Proceeds from issuance of common stock
Purchase of treasury shares
Proceeds from issuance of long-term debt
Repayment of long-term debt
Repayment of revolving line of credit _
Net cash provided by (used for) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosures of cash flow information:
Cash paid for interest
Cash paid for income taxes
Accounts payable include commitments for fixed asset
purchases at the end of each year:

€

. " Year Ended
September 24,2005  September 25,2004 September 27,2003 1
$ 8956 $ 7,825 $ 6,266
6,048 4,674 4,848
(49) (89) (54)
315 253 397
(345) 197 120
182 (124) (11}
58 (61) (57) :
2,262 301 591
(16) 28 26 1
839 1,784 1,927 :
157 788 803
176 46 53
200 200 200
(1,825) (1,321) (3,973)
(4,459) (2,115) (1,589)
(413) 44 (116) 4
694 299 252 1
(400) (56) (29) A
1,783 1,268 877 !
(808) 681 1,025 i
1,519 1,205 562
14,874 15,827 12,118
(9,442) (18,500) (7,651)
713 488 601
(8,729) (18,012) (7,050)
4,341 930 1,291
- - (286)
141 9,010 9 -
(8,691) (3,393) (3,681) 4
- (350) (2,780)
(4,209) 6,197 (5,366)
1,936 4,012 (298)
4514 502 800
$ 6,450 $ 4,514 $ 502
$ 753 $ 513 $ 511
$ 2,719 $ 3,521 $ 2,726
$ 1456 $ 1,181 $ 419

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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GREEN MOUNTAIN COFFEE ROASTERS, INC.

.- Notes to Consolidated Financial Statements

1. Nature of Business and Organization

Green Mountain Coffee Roasters, Inc. (“the Company” or “Green Mountain Coffee”) purchases high-quality arabica coffee beans for
roasting, then packages and distributes the roasted coffee primarily in the Northeastern United States. The majority of the Company’s
revenue is derived from its wholesale operation which serves supermarket, specialty food store, convenience store, food service, hotel,
restaurant, university, travel, and office coffee service customers. The Company also has a consumer direct operation serving
customers nationwide.

The Company’s fiscal year ends on the last Saturday in September. Fiscal 2005, fiscal 2004 and fiscal 2003 represent the years ended
September 24, 2005, September 25, 2004, and September 27, 2003, respectively. Each of these fiscal years consists of 52 weeks.

Green Mountain Coffee Roasters, Inc., is a Delaware company.

Significant Accounting Policies

Cash and cash equivalents

The Company considers all highly liquid investments purchased with a maturity of three months or less to be cash equivalents. Cash
and cash equivalents include money market funds which are carried at cost, plus accrued interest, which approximates market. The
Company does not believe that it is subject to any unusual credit or market risk.

- Inventories
Inventories are stated at the lower of cost or market, with cost being determined by the first-in, first-out method. Inventories consist
primarily of green and roasted coffee, packaging materials and purchased finished goods.

Hedging

The Company uses futures and options contracts to hedge the effects of fluctuations in the price of green coffee beans and interest rate
swaps to hedge the effect of fluctuations on interest payments on its outstanding debt. The Company recognizes derivatives on its bal-
ance sheet at fair value. Derivatives that are not hedges are adjusted to fair value through income. If the derivative is a hedge, depending

on the nature of the hedge, changes in the fair value of derivatives are either offset against the change in fair value of the hedged assets,
liabilities or firm commitments through earnings or recognized in other comprehensive income until the hedged item is recognized in
earnings. The ineffective portion of a derivative's change in fair value is immediately recognized in earnings.

Stock-based compensation

The Company has chosen to continue to account for stock-based tompensation using the intrinsic value method prescribed by
Accounting Principles Board Opinion No. 25 “Accounting for Stock Issued to Employees.” Accordingly, except for two grants to outside
consultants in fiscal 2003 and a grant issued to an officer below market price in fiscal 2004, no compensation expense has been recog-
nized for its stock option awards and its stock purchase plan because the exercise price of the Company’s stock options equals or exceeds
the market price of the underlying stock on the date of the grant. The Company has adopted the disclosure-only provision of Statement
of Accounting Standards No. 123 “Accounting for Stock Based Compensation” (“SFAS 123”). Had compensation cost for the
Company’s stock option awards and the stock purchase plan been determined based on the fair value at the grant dates for the awards

under those plans, consistent with the provisions of SFAS 123, the Company’s net income and net income per share for the years ended
September 24, 2005, September 25, 2004 and September 27, 2003, would have decreased to the pro forma amounts indicated below:

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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In thousands, exce-f)t per share data  Fiscal 2005 * Fiscal 2004 Fiscal 2003
Net income, as reported $ 8,956 $ 7,825 $ 6,266
Stock-based compensation expense included

in reported net income, net of tax 96 23 27
Total stock-based compensation expense

determined under fair value based method, net of tax (1,083) (1,046) (968)
Pro forma net income . 7,969 6,802 5,325
Basic net income per share, as reported ‘ 1.25 1.12 0.91

- Basic net income per share, pro forma 1.11 0.97 0.78
Diluted net income per share, as reported 1.17 1.06 : - 0.86
Diluted net income per share, pro forma 1.04 © 092 0.73

The fair value of each stock option under the 1993, 1999 and 2000 Plans are estimated on the date of the grant using the Black-Scholes
option-pricing model with the following assumptions: an expected life averaging 6 years, 5 years, and 4 years in fiscal 2005, 2004, and
2003, respectively; an average volatility of 41%, 57%, and 63%, for fiscal 2005, 2004, and 2003, respectively; no dividend yield; and a
risk-free interest rate averaging 4.00%, 3.00%, and 2.88% for fiscal 2005, 2004, and 2003 grants, respectively. The weighted-average fair
values of options granted during 2005, 2004, and 2003 are $12.03, $9.90, and $9.04, respectively.

The fair value of the employees’ purchase rights under the Purchase Plan was estimated using the Black-Scholes model with the
following assumptions for fiscal 2005, 2004, and 2003: an expected life of six months for all periods presented; expected volatility of
37%, 57%, and 65%, respectively; no dividend yield; and an average risk-free interest rate of 3.05%, 1.50%, and 1.00%, respectively.
The weighted average fair value of those purchase rights granted in fiscal 2005, 2004, and 2003, was $8.02, $7.00, and $8.81, respectively.

Other long-term assets

Other long-term assets consist of deposits and debt issuance costs. Debt issuance costs are being amortized over the respective life of the
applicable debt. Debt issuance costs included in other long-term assets in the accompanying consolidated balance sheet at September
24, 2005 and September 25, 2004 were $99,000 and $132,000, respectively.

Impairment of Long-Lived Asset

When facts and circumstances indicate that the carrying values of long-lived assets, including fixed assets, investments in other
companies and intangibles, may be impaired,.an evaluation of recoverability is performed by comparing the carrying value of the assets
to projected future cash flows in addition to other quantitative and qualitative analyses. Upon indication that the carrying value of such
assets may not be recoverable, the Company recognizes an impairment loss as a charge against current operations. Long-lived assets to
be disposed of are reported at the lower of the carrying amount or fair value, less estimated costs to sell. Judgments Green Mountain
Coffee makes related to the expected useful lives of long-lived assets and its ability to realize undiscounted cash flows in excess of the
carrying amounts of such assets are affected by factors such as the ongoing maintenance and improvements of the assets, changes in
economic conditions, and changes in operating performance. As the Company assesses the ongoing expected cash flows and carrying
amounts of its long-lived assets, these factors could cause Green Mountain Coffee to realize a material impairment charge.

Provision for Doubtful Accounts

Periodically, management reviews the adequacy of its provision for doubtful accounts based on historical bad debt expense results and
current economic conditions using factors based on the aging of its accounts receivable. In addition, from time-to-time Green
Mountain Coffee estimates specific additional allowances based on indications that a specific customer may be experiencing financial
difficulties. Actual bad debt results could differ materially from these estimates.

Advertising costs

The Company expenses the costs of advertising the first time the advertising takes place, except for direct mail campaigns targeted
directly at consumers, which are expensed over the period during which the catalog is expected to generate sales. At September 24, 2005
and September 25, 2004, prepaid advertising costs of $138,000 and $41,000, respectively, were recorded in other current assets in the
accompanying consolidated balance sheet. Advertising expense totaled $5,609,000, $5,194,000, and $4,814,000, for the years ended
September 24, 2005, September 25, 2004, and September 27, 2003, respectively.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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Fixed assets

Fixed assets are carried at cost, net of accumulated depreciation. Expenditures for maintenance, repairs and renewals of minor items are
charged to expense as incurred. Depreciation is calculated using the straight-line method over the assets' estimated useful lives. The cost
and accumulated depreciation for fixed assets sold, retired, or otherwise disposed of are relieved from the accounts, and the resultant
gains and losses are reflected in income.

In order to facilitate sales, the Company follows an industry-wide practice of purchasing and loaning coffee brewing and related
equipment to wholesale customers. These assets are also carried at cost, net of accumulated depreciation.

Depreciation costs of manifacturing and distribution assets are included in cost of sales. Depreciation costs of other assets are included
in selling and operating expenses.

Revenue recognition
Revenue from wholesale and consumer direct sales is recognized upon product delivery.

Cost of Sales
The Company records external shipping and handling expenses in cost of sales.

Income taxes

The Company utilizes the asset and liability method of accounting for income taxes, as set forth in Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes” (“SFAS 109”). SEAS 109 requires the recognition of deferred tax assets and liabilities
for the expected future tax consequences of temporary differences between the financial statement carrying amounts of existing assets
and liabilities, and their respective tax bases. Deferred tax assets and liabilities are measured usihg enacted tax rates in effect for the year
in which those temporary differences are expected to be recovered or settled.

Financial instruments

The Company enters into various types of financial instruments in the normal course of business. Fair values are estimated based on
assumptions concerning the amount and timing of estimated future cash flows and assumed discount rates reflecting varying degrees of
perceived risk. The fair values of cash, cash equivalents, accounts receivable, accounts payable, accrued expenses and debt approximate
their carrying value at September 24, 2005. See Note 8 and 10 for disclosures on fair value determinations of hedging instruments.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect amounts reported in the accompanying consolidated financial statements. Actual results could
differ from those estimates.

Significant customer credit risk and supply risk

Since March 2001, under a new distribution agreement with ExxonMobil Corporation (“ExxonMobil”), all corporate-owned locations
as well as a number of franchisee-owned locations must purchase their coffee from McLane Company (“McLane”), an independent
distributor, with McLane becoming the direct customer of Green Mountain Coffee. Net sales to McLane comprised less than 10% of the
Company’s revenues in the years ended September 24, 2005, September 25, 2004, and September 27, 2003. Receivables from McLane
represented 22.5% and 15.8% of total receivables as of September 24, 2005, and September 25, 2004, respectively.

The majority of the Company’s customers are located in the northeastern part of the United States. Concentration of credit risk with
respect to accounts receivable is limited due to the large number of customers in various channels comprising the Company’s customer
base. The Company does not require collateral from customers as ongoing credit evaluations of customers’ payment histories are
performed. The Company maintains reserves for potential credit losses and such losses, in the aggregate, have not exceeded manage-
ment’s expectations. ’

Recent pronouncements

In December 2004, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards No. 123
(revised 2004) Share-Based Payments [(FAS123(R)]. This Statement establishes standards for the accounting for transactions in which
an entity exchanges its equity instruments for goods or services. This Statement requires the Company to measure the cost of employee
services received in exchange for an award of equity instruments (usually stock options) based on the grant-date fair value of the award.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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That cost will be recognized over the period during which an employee is required to provide service in exchange for the award - the
requisite service period (usually the vesting period). The grant-date fair value of employee share options and similar instruments will
be estimated using an option pricing model adjusted for the unique characteristics of those instruments. This statement is effective as of
the beginning of the first annual reporting period that begins after June 15, 2005, which is the fiscal year beginning on September 25,
2005 for Green Mountain Coffee. The Company is currently in the process of implementing this Statement which is expected to have a
material impact on its results from operations. See the disclosure of share-based compensation required by FAS 123 above in this Note.
The standard provides for three alternative transition methods including (i) a modified prospective application (“MPA”), without
restatement of prior interim periods in the year of adoption, (ii) MPA with restatement of prior interim periods in the year of adoption
and (iii) a modified retrospective application. The Company anticipates using the modified prospective application transition method
without restatement of prior interim periods.

In March 2005, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 107 (SAB 107) which provides guidaﬁce
regarding the interaction of FAS 123(R) and certain SEC rules and regulations. The new guidance includes the SEC’s view on the
valuation of share-based payment arrangements for public companies and may simplify some of FAS 123(R)’s implementation
challenges for registrants and enhance the information that investors receive.

In November 2004, the FASB issued SFAS No. 151, Inventory Costs (“SFAS 1517), an amendment of Accounting Research Bulletin No.
43, Chapter 4, to clarify the accounting for abnormal amounts of idle facility expense, freight, handling costs, and waste material. This
statement requires that abnormal expenses be recognized in the current period and that fixed production overhead be allocated to
inventory based on the normal capacity of the production facilities. This statement is effective for fiscal periods beginning after June 15,
2005. The Company is in the process of evaluating the impact of this new Standard and will make any necessary adjustment in its first
quarter. The Company does not believe that the adoption of SFAS 151 will have a significant effect on its financial statements.

In March 2005, the FASB issued FIN 47, Accounting for Conditional Asset Retirement Obligations, which clarifies that the term
‘conditional asset retirement obligation’ as used in SFAS No. 143, Accounting for Asset Retirement Obligations, refers to a legal
obligation to perform an asset retirement activity in which the timing and/or method of settlement are conditional on a future event
that may or may not be within the control of the entity. FIN 47 requires an entity to recognize a liability for the fair value of a
conditional asset retirement obligation if the fair value can be reasonably estimated. FIN 47 is effective no later than the end of the fiscal
year ending after December 15, 2005. The Company does not believe that FIN 47 will have a material impact on its financial position

or results from operations.

In August 2005, the FASB issued Statement No. 154, Accounting Changes and Error Corrections (“SFAS No. 154”). This statement
applies to all voluntary changes in accounting principle and to changes required by an accounting pronouncement if the pronounce-
ment does not include specific transition provisions, and it changes the requirements for accounting for and reporting them. Unless it is
impractical, the statement requires retrospective application of the changes to prior periods’ financial statements. This statement is
effective for accounting changes and correction of errors made in fiscal years beginning after December 15, 2005.

Revised classification
The Company has revised the classification of certain information presented in its fiscal 2004 and fiscal 2003 Consolidated Statements
of Cash Flows to conform to the fiscal 2005 presentation.

inventories
Inventories consist of the following: o I .
. September 24, 2005 September 25, 2004 |
Raw materials and supplies $ 7,026,000 $ 5,020,000
Finished goods 7,013,000 4,560,000
' $ 14,039,000 $ 9,580,000

Inventory values above are presented net of $133,000 and $166,000 of obsolescence reserves at September 24, 2005, and
September 25, 2004, respectively.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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At September 24, 2005, the Company had approximately $16,716,000 in green coffee purchase commitments, of which approximately
84% had a fixed price. These commitments extend through 2009. The value of the variable portion of these commitments was
calculated using an average “C” price of coffee of $0.97 per pound and a price of $11.25 per pound for Kona Mountain Estate™ coffee.
The Company believes, based on relationships established with its suppliers, that the risk of non-delivery on such purchase
commitments is remote.

4. Fixed Assets

Fixed assets consist of the following:

Useful Life in Years Sept-ember 24,2005  September 25, 2004 -
Production equipment : 2-15 $ 28,169,000 $ 21,719,000
Equipment on loan to wholesale customers 2-6 11,263,000 10,427,000
Computer equipment and software 2-5 11,241,000 8,668,000
Building 30 5,455,000 5,198,000
Furniture and fixtures 2-10 3,214,000 2,904,000
Vehicles 4-5 898,000 1,018,000
Leasehold improvements 2 - 11 or remaining life of
the lease, whichever is less 1,861,000 3,675,000
Construction-in-progress 1,684,000 6,145,000
Total fixed assets ) 63,785,000 59,754,000
Accumulated depreciation | (24,278,000) (23,252,000)

$ 39,507,000 $ 36,502,000

Total depreciation and amortization expense relating to all fixed assets was $6,048,000, $4,674,000, and $4,829,000, for fiscal 2005, 2004,
and 2003, respectively.

Assets classified as construction-in-progress are not depreciated, as they are not ready for production use. All assets classified as
construction-in-progress on September 24, 2005, are expected to be in production use before the end of fiscal 2006.

During fiscal 2005, fiscal 2004 and fiscal 2003, $226,000, $281,000, and $127,000, respectively, of interest expense was capitalized.

The Company regularly undertakes a review of its fixed assets records. In fiscal 2003, it recorded an impairment charge of $340,000,
mainly related to obsolete manufacturing and distribution equipment. An additional $23,000 impairment charge related to obsolete
distribution equipment was recorded in fiscal 2004. In fiscal 2005, obsolete fixed assets totaling $126,000 were written-off.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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5. Income Taxes

The provision for income taxes for the years ended September 24, 2005, September 25, 2004 and September 27, 2003 consists of
the following:

September 24,2005  September 25,2004  September 27, 2003

Current tax expense:

Federal $ 4,820,000 $ 3,323,000 $ 2,897,000

State 839,000 825,000 699,000
Total current 5,659,000 4,148,000 3,596,000
Deferred tax expense:

Federal ' © 322,000 1,513,000 1,356,000

State 140,000 129,000 438,000
Total deferred 462,000 1,642,000 1,794,000
Tax asset valuation allowance () (59,000) (145,000)
Total tax expense $ 6,121,000 3 5,731,000 $ 5,245,000

SEAS 109 is an asset and liability approach that requires the recognition of deferred tax assets and liabilities for the expected future
tax consequences of events that have been recognized in the Company's financial statements or tax returns. In estimating future tax
consequences, SFAS 109 generally considers expected future events other than enactments of changes in the tax law or rates.

Net deferred tax liabilities consist of the following:

September 24, 2005 September 25, 2004

Deferred tax assets:

Losses of equity investment in Keurig $ 2,054,000 $ 1,684,000
Section 263A adjustment 19,000 " 10,000
Deferred hedging losses 50,000 89,000
Vermont VEPC tax credit 434,000 397,000
Other reserves and temporary differences 1,200,000 484,000
Gross deferred tax assets 3,757,000 2,664,000
Deferred tax asset valuation allowance (43,000) (42,000)
Deferred tax liability:
Depreciation (5,387,000) (4,138,000)
Net deferred tax liabilities ‘ $  (1,673,000) $ (1,516,000)

On January 22, 2004, the Vermont Economic Progress Council (VEPC) approved an application from Green Mountain Coffee Roasters
for payroll and capital investment tax credits. The total incentives authorized are $2,091,000 over a five-year period beginning in fiscal
year 2004. The capital investment tax credits are $1,844,000 of the total authorization and are contingent upon reaching minimum
capital investments of $4,900,000, $3,000,000, $10,900,000, $5,800,000 and $4,700,000 in 2004, 2005, 2006, 2007 and 2008, respectively.
All credits are also subject to recapture and disallowance provisions due to curtailment of trade or business. The Company is deemed to
have substantially curtailed its trade or business if the average number of full time employees in any period of 120 consecutive days is
less than 75% of the highest average number of full time employees for any year in a period of six years after the initial authorization of
the incentive. The tax credit is earned as actual capital expenditures are made in the State of Vermont or employees added to the payroll
in the case of the payroll tax credit. Once a credit is earned, it may be carried forward to any subsequent year for which an approval
exists (2004 through 2008 for Green Mountain Coffee) or to any of the next 5 succeeding years following the last year of the term
approved by the VEPC. The tax credit earned during fiscal 2005 decreased state income tax expense by $345,000, after federal effect.

L The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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The valuation allowance at September 24, 2005 of $43,000 consists entirely of allowance against future utilization of capital losses.

A reconciliation for continuing operations between the amount of reported income tax expense and the amount computed using the
U.S. Federal Statutory rate of 34% is as follows:

September 24,2005  September 25,2004 September 27, 2003

Tax at U.S. Federal Statutory rate $ 5,294,000 $ 4,974,000 $ 4,297,000
Increase (decrease) in rates resulting from:
Other nondeductible items 140,000 134,000 89,000
State taxes, net of federal benefit 687,000 682,000 1,004,000
Deferred tax asset valuation allowance (0) (59,000) (145,000)
Tax at effective rates ] $ 6,121,000 $ 5,731,000 $ 5,245,000

6. Investment in Keurig, Incorporated

During the first two quarters of fiscal 2002, the Company purchased 586,350 shares of Preferred Stock and 317,969 shares of Common
Stock of Keurig, Incorporated (“Keurig”) for approximately $5,921,000 from third-party investors in Keurig. During the third fiscal

- quarter of 2002, the Company purchased an additional 1,324,885 shares of Common Stock and 3,925 shares of Preferred Stock of
Keurig from third party investors for approximately $8,681,000. Prior to January 8, 2002, the Company had an investment in the
Preferred Stock of Keurig of $151,000. As of September 24, 2005 and September 25, 2004, the shares of Common Stock owned by the

_ Company represent approximately 48.6% and 49.7% of Keurig’s outstanding Common Stock, respectively. As of September 24, 2005,
the total acquired shares (Preferred Stock and Common Stock) represent approximately 41.3% of Keurig’s common equivalent shares
and approximately 34.1% of Keurig’s total shares on a fully diluted basis. The Company adopted the equity method of accounting to
report its investment in Keurig, Incorporated in its third fiscal quarter of 2002.

As a result of contractual limitations and restrictions agreed to by the Company, MD Co., which owns approximately 23% of Keurig’s
capital stock, effectively controls Keurig - having the ability to elect a majority of Keurig’s Board of Directors, cause certain types of
amendments to Keurig’s Certificate of Incorporation, and approve or reject a sale of Keurig's business.

The allocation of the equity investment in Keurig includes the assignment of $2,554,000 to identifiable technology intangible assets that
are being amortized on a straight-line basis over their estimated useful lives, which range from 7 to 10 years. In addition, the Company
allocated $1,152,000 to certain fixed assets of Keurig to approximate the estimated fair value of such assets. As the transaction was
effected through the purchase of currently outstanding stock of Keurig, the historical tax basis of Keurig continues and the fair value
ascribed to identifiable intangible assets and fixed assets are recorded net of a deferred tax liability.

In conjunction with its purchase of Keurig’s stock in 2002, the Company issued Stock Appreciation Rights (SARs). Upon consummation
of a liquidity event involving the stock of Keurig, Incorporated as defined in the SARs agreement, the Company would be required to
record an expense equal to the difference between the value of Keurig’s stock and the price paid by Green Mountain Coffee Roasters
when it acquired Keurig stock in 2002. At September 24, 2005, the Company estimated that it would have been required to record an
expense equal to $42,000, had a liquidity event occurred.

In addition to its investment in Keurig, Incorporated, the Company conducts arms length business transactions with Keurig. Under
license agreements with Keurig, dated July 22, 2003, and June 30, 2002, as amended, the Company pays Keurig a royalty for sales of
Keurig licensed products. The Company recorded in cost of sales Keurig licensing royalties in the amount of $10,092,000, $7,365,000,
and $5,091,000, for the years ended September 24, 2005, September 25, 2004, and September 27, 2003, respectively.

Keurig also purchases coffee products from the Company. In the fiscal years 2005, 2004, and 2003, the Company sold $2,144,000,
$749,000, and $199,000 worth of coffee products to Keurig, Incorporated, respectively. In addition, the Company purchases brewer and
equipment from Keurig, Incorporated. For the fiscal years 2005, 2004, and 2003, the Company purchased $2,506,000, $2,361,000, and
$763,000 worth of brewers and equipment from Keurig, Incorporated, respectively. The Company has properly eliminated the effect of
these related party transactions for which the earnings process has not been completed. At September 24, 2005, the Company had
payables to Keurig amounting to $2,067,000. At September 25, 2004, the Company had licensed royalties payable to Keurig of $570,000.

Keurig is on a calendar year-end. The Company has included in its income for the year ended September 24, 2005, the Company’s
equity interest in Keurig’s earnings of the period starting on October 1, 2004 and ending September 30, 2005. Similarly, the Company

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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has included in its income for the years ended September 25, 2004 and September 27, 2003, the Company’s ownership interest in
Keurig’s earnings of the period starting on October 1, 2003 and ending September 30, 2004 and the period starting on October 1, 2002
and ending on September 30, 2003, respectively. During fiscal 2005, fiscal 2004 and fiscal 2003, the equity impact of Keurig’s earnings
was $(492,000), $(1,076,000), and $(1,127,000), net of a tax benefit of $345,000, $708,000, and $800,000, respectively. The equity in
earnings in the investment of Keurig represents the Company’s portion of Keurig’s earnings for the period relative to the Company’s
ownership of Common Stock in Keurig for that period including certain adjustments and is presented net of taxes. These adjustments
include the amortization of assigned intangible assets, the accretion of Preferred Stock dividends and redemption rights, as well as
depreciation differences between the Company’s equity in the fair value of certain fixed assets as compared to Keurig’s historical cost basis.

During fiscal 2005, $468,000, net of taxes, of the net equity impact of Keurig’s earnings was due to the accretion of Preferred Stock
owned by other shareholders. There was no material adjustment for accretion of Preferred Stock redemption rights in fiscal 2004 and
fiscal 2003. The carrying value of Keurig Incorporated’s preferred stock is being accreted to the estimated redemption value ratably
through the earliest possible redemption date of February 4, 2007. The redemption value is based on Keurig’s estimate of the amount
the holders of the preferred shares will receive upon redemption. The Board of Directors of Keurig reviews its estimate periodically and
may change it prior to the February 4, 2007 earliest possible redemption date. The Company carries its investment in Keurig
Incorporated preferred stock at accreted redemption value, which approximates fair value. The Company has recognized its equity
portion of Keurig’s losses net of related tax benefits. This accounting treatment assumes that the deferred tax asset from the Keurig
losses will ultimately be realizable. The valuation of the Keurig investment at September 24, 2005 and the related deferred tax asset is
supported by a recent valuation analysis prepared by an independent investment-banking firm.

Summarized financial information for Keurig (which is on a calendar year) is as follows:

Income Statement Information for the Twelve Months ended

Dollars in thousands September 30, 2005 September 30, 2004 September 30, 2003
Revenues $ 52,494 $ 33,834 $ 20,835
Cost of goods sold $ 27,310 $ 17,106 $ 8,839
Selling, general and administrative expenses $ 25,364 $ 19,097 $ 14,964
Operating loss $ (180) $ (2,369) $ (2,968)
Net income (loss) 3 3 $ (2,446) $ (3,147)
Financial Position Information at
Dollars in thousands September 30, 2005 September 30, 2004
Current assets ‘ $ 17,144 $ 10,079
Property, plant and equipment, net $ 2,610 $ 3,417
Other assets $ 284 $ 284
Total assets $ 20,038 $ 13,780
Current liabilities $ 10,561 $ 4,730
Noncurrent liabilities - $ 32
Redeemable preferred stock $ 21,088 $ 18,434
Stockholder’s deficit $ (161 $ (9,416)

Goodwill resulting from the acquisition of Frontier® Organic Coffee

The carrying value of the Company’s goodwill from the acquisition of the assets related to the coffee business of Frontier Natural
Products Co-op of Norway, lowa, was approximately $1,446,000 at Septefnber 24, 2005, and September 25, 2004. There have been no
changes in this carrying amount since September 29, 2001. The Company tested its goodwill for impairment at September 24, 2005,
and September 25, 2004, concluding that its goodwill is not impaired.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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8. Credit Facility

The Company maintains a credit facility with Bank of America N.A. (“Bank of America”). On June 30, 2004 the Company modified its
existing credit facility with Bank of America. The second participating lender in this modified facility is Citizens Bank New Hampshire
(“Citizens”). The modified facility provides for the previously existing term loan to be increased from $15 million to $17 million and to
be amortized over 5 years. The availability under the Company’s revolving line of ¢redit (which expires in March 2006) decreased from
$12.5 million to $10 million and the availability under its equipment line of credit remains at $§5 million with a term out of 5 years per
amount drawn. The modified credit facility was used to finance the Company’s new distribution center in fiscal 2004, to purchase
needed equipment, as well as for working capital purposes. The credit facility is secured by all the assets of the Company, and includes a
negative pledge on the Company’s new distribution center. The terms of the credit agreement also restrict certain transactions without
prior bank approval.

The interest paid on the credit facility varies with prime, LIBOR and Banker’s Acceptance rates, plus a margin based on a performance
price structure. Interest on the Bankers Acceptance loans is paid in advance and amortized over the duration of the loans. Interest on
LIBOR loans and the variable portion of the Credit Facility accrues daily and is paid monthly, in arrears.

The interest rate on the term loan was 5.19% at September 24, 2005 and September 25, 2004 (fixed rate under swap agreement
discussed below plus 125 basis points). The interest rate on the equipment line of credit was 3.0825% (LIBOR plus 125 basis points) at
September 25, 2004. The Company also pays a commitment fee on the average daily unused portion of the revolving line of credit.

On May 31, 2005, the Company used some of its excess cash to pay back $5,000,000 of its term loan debt with Fleet Bank, now part of
Bank of America. This prepayment shortened the maturity date of the loan from June 2009 to December 2007. All other terms of the
debt remained unchanged.

At September 24, 2005 and September 25, 2004, the balance outstanding under the term loan was $8,450,000 and $16,500,000,
respectively. No amount was outstanding under the revolving line of credit at September 24, 2005 or September 25, 2004. No amount
was outstanding under the equipment line of credit at September 24, 2005. At September 25, 2004, $500,000 was outstanding under the
equipment line of credit.

The credit agreement contains minimum quarterly profitability, maximum funded debt to EBITDA, and minimum fixed charge
coverage ratio covenants. On September 12, 2005, Green Mountain Coffee and Bank of America entered into an amendment to the
credit facility to replace the fixed charge coverage ratio with a debt service coverage ratio and amend the definition of EBITDA by
expressly including in non-cash charges added back to the Company’s consolidated net income charges for stock options, restricted
stock, or other stock-based awards which have been expensed by the Company. The Company was in compliance with these covenants
at September 24, 2005, and September 25, 2004. .

The Company entered into an interest rate swap agreement with Bank of America effective June 29, 2004, in order to fix the interest rate
on its term loan. The swap had an original notional amount of $17,000,000 and a maturity date of June 29, 2009. The notional amount
at September 24, 2005 and September 25, 2004, was $8,450,000 and $16,500,000, respectively. The effect of the swap is to limit the
interest rate exposure to a fixed rate of 3.94% versus the 30-day LIBOR rate. In accordance with the agreement and on a monthly basis,
interest expense is calculated based on the floating 30-day LIBOR rate and the fixed rate. If interest expense calculated is greater based
on the 30-day LIBOR rate, Bank of America pays the difference to the Company; if interest expense as calculated is greater based on the
fixed rate, the Company pays the difference to Bank of America.

On May 31, 2005, the swap agreement was amended to lower the notional amount by $5,000,000 in conjunction with a prepayment of
the term debt being hedged. The termination of the swap was changed from June 2009 to December 2007. All other terms of the swap
remained unchanged.

The fair market value of the interest rate swap is the estimated amount that the Company would receive or pay to terminate the
agreement at the reporting date, taking into account current interest rates and the credit worthiness of the counterparty. At September
24, 2005, the Company estimates it would have received $28,000 (gross of tax) if it terminated the agreement. At September 25, 2004,
the Company estimates it would have paid $317,000 (gross of tax) to terminate the agreement. Green Mountain Coffee designates the

swap agreement as a cash flow hedge and the fair value of the swap is classified in accumulated other comprehensive income.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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In fiscal 2005 and fiscal 2004, the Company paid $201,000 and $167,000, respectively, in additional interest expense pursuant to the
swap agreement. The Company is exposed to credit loss in the event of nonperformance by the other party to the swap agreement;

however, nonperformance is not anticipated.

Lontherm Debt

September 24, 2005 September 25, 2004

Fleet equipment line of credit (Note 8) . - $ 500,000

" Fleet term debt (Note 8) $ 8,450,000 16,500,000
Office equipment capital leases ] 135,000 146,000
Service vehicle installment loans 163,000 152,000
8,748,000 17, 298,000

Less current portion 3,530,000 3,259,000

$ 5,218,000 $ 14,039,000

10.

Service Vehicle Installment Loans ‘

The service vehicle installment loans represent several loans to financing institutions for the purchase of service vehicles. At September
24, 2005, the notes bear interest at a rate of 0.0% and require monthly installments totaling approximately $9,000. Maturities vary from
March 2006 to February 2008.

Office Equipment Capital Leases
The Company leases copiers and fax machines. These leases require monthly installments of principal and interest totaling
approximately $4,000. Maturities vary from March 2006 to October 2009.

Maturities
Maturities of long-term debt for years subsequent to September 24, 2005 are as follows:

Fiscal Ye;11; '
2006 $ 3,530,000
2007 3,499,000
2008 1,699,000
2009 20,000

$ 8,748,000

Coffee Prices Hedging

The Company regularly enters into coffee futures contracts to hedge forecasted purchases of green coffee and therefore designates these
contracts as cash flow hedges. Occasionally, the Company also enters into coffee option contracts. At September 24, 2005, the Company
held outstanding futures contracts covering 1,687,500 pounds of coffee with a fair market value of ($60,000). At September 24, 2005,
deferred losses on futures contracts designated as cash flow hedges amounted to $150,000 ($90,000 net of taxes). These futures contracts
are hedging coffee purchases forecasted to take place in the next three months and the related gains and losses will be reflected in cost of
sales in the first two fiscal quarters of 2006, when the related finished goods inventory is sold. At September 25, 2004, the Company held
outstanding futures contracts covering 1,163,000 pounds of coffee with a fair market value of $122,000. At September 25, 2004, deferred
gains on futures contracts designated as cash flow hedges amounted to $97,000 ($59,000 net of taxes). These deferred gains and losses
are classified as accumulated other comprehensive income and losses. There were no outstanding coffee option contracts at September
24, 2005 and September 25, 2004. '

The total losses on futures and options contracts that were included in cost of sales in fiscal 2005 amounted to $42,000 ($25,000 net of
tax). The total gains on futures contracts designated as cash flow hedges that were included in cost of sales in fiscal 2004 and 2003
amounted to $83,000 (851,000 net of tax) and $13,000 ($7,000 net of tax), respectively.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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The fair market value for the futures was obtained from a major financial institution based on the market value of those financial
instruments at September 24, 2005, and September 25, 2004.

Employee Compensation Plans

Stock Option Plans

Prior to the establishment on September 21, 1993 of the Company'’s first employee Stock Option Plan (the “1993 Plan”), the Company
granted to certain key management employees individual non-qualified stock option agreements to purchase shares of the Company’s
common stock. All options outstanding under these individual agreements are fully vested and expire on April 15, 2008. At September
24, 2005 and September 25, 2004, 43,440 and 68,314 options were outstanding under these individual agreements, respectively.

The 1993 Plan provides for the granting of both incentive and non-qualified stock options. Effective July 26, 1996, the total number of
shares of authorized common stock made available under the 1993 Plan was increased to 550,000. Grants under the 1993 Plan expire 10
years after the grant date, or earlier if employment terminates. There were no options available under the 1993 Plan on September 24,
2005, or at September 25, 2004, as this Plan expired on September 21, 2003, ten years after inception.

On May 20, 1999, the Company registered on Form S-8 the 1999 Stock Option Plan (the “1999 Plan”). Under this plan, 500,000 shares
of common stock are available for grants of both incentive and non-qualified stock options. Grants under the 1999 Plan expire 10 years
after the grant date, or earlier if employment terminates. At September 24, 2005 and September 25, 2004, options for 11,434 and 61,234
shares of common stock were available for grant under the plan.

On September 25, 2001, the Company registered on Form S-8 the 2000 Stock Option Plan (the “2000 Plan”). Under this plan, 800,000
shares of common stock are available for grants of both incentive and non-qualified stock options. Grants under the 2000 Plan expire
10 years after the grant date, or earlier if employment terminates. At September 24, 2005 and September 25, 2004, options for 33,856
and 51,788 shares of common stock were available for grant under the plan, respectively.

Under the 1993 Plan, the 1999 Plan and the 2000 Plan, the option price for each incentive stock option shall not be less than the fair
market value per share of common stock on the date of grant, with certain provisions which increase the option price to 110% of the
fair market value of the common stock if the grantee owns in excess of 10% of the Company’s common stock at the date of grant.
Under the 1993 Plan and the 1999 Plan, the option price for each non-qualified stock option shall not be less than 85% of the fair
market value of the common stock at the date of grant. The 2000 Plan does not have restrictions on the pricing of non-qualified grants.
Options under the 1993 Plan, the 1999 Plan and the 2000 Plan become exercisable over periods determined by the Board of Directors,
generally in the range of four to five years.



Option activity is summarized as follows:

Outstanding at September 28, 2002
Granted
Exercised
Canceled

Outstanding at September 27, 2003

Granted
Exercised
Canceled
Outstanding at September 25, 2004

Granted
Exercised
Canceled
Outstanding at September 24, 2005

Exercisable at September 27, 2003
Exercisable at September 25, 2004
Exercisable at September 24, 2005

Average

Number of Option
Shares Price Exercise Price .
1,136,323 $ 2.19-26.83 $ 10.15
100,550 12.89 - 21.45 15.20
(158,256) 2.19 - 18.97 394
(79,015) 2.19 - 26.83 16.14
999,602 2.19 - 26.83 10,79
204,900 17.33-22.75 19.77
(69,093) 2.19 - 22.75 4,93
(7,915) 12.89 - 26.83 20.62
1,127,494 2.19 - 26.83 12.46
90,800 22.24 - 38.17 23.47
(340,212) 2.19 - 26.83 9.55
(23,668) 4.25 - 24.00 18.31
854,414 2.19 - 38.17 14.51
592,120 $ 2.19-26.83 $ 7.21
673,043 $ 2.19-26.83 $ 8.78
512,062 $ 2.19-26.83 $ 10.09

"y
[\
=

Options outstanding Options exercisable

Number Weighted average Weighted Number Weighted
Range outstanding remaining average exercisable average
of exercise at September contractual life exercise at September exercise
price 24, 2005 (in years) price 24, 2005 price
$ 2.19- 5.00 246,104 2.90 $ 3.55 246,104 $ 3.55
6.38 - 14.93 122,020 5.37 10.06 100,500 . 9.55
15.07 - 18.97 134,243 5.85 18.50 78,017 18.34
19.40 - 20.45 182,316 5.97 20.04 47,770 20.21
20.50 - 38.17 169,731 7.63 21.06 39,671 23.59
854,414

512,062

Employee Stock Purchase Plan

On October 5, 1998, the Company registered on Form S-8 the 1998 Employee Stock Purchase Plan. Under this plan, eligible employees
may purchase shares of the Company’s common stock, subject to certain limitations, at not less than 85 percent of the lower of the
beginning or ending withholding period fair market value as defined in the plan. A total of 300,000 shares of common stock were
reserved for issuance under the plan. On March 25, 2004, the Company’s stockholders approved an amendment of this plan to increase
the shares available from 300,000 to 600,000 shares. There are two six-month withholding periods in each fiscal year. At September

24, 2005 and September 25, 2004, options for 268,074 and 305,882 shares of common stock were available for grant under the

plan, respectively.

Defined Contribution Plan

The Company has a defined contribution plan which meets the requirements of section 401(k) of the Internal Revenue Code. All
regular full-time employees of the Company who are at least eighteen years of age and work a minimum of 36 hours per week are
eligible to participate in the plan. The plan allows employees to defer a portion of their salary on a pre-tax basis and the Company
contributes 50% of amounts contributed by employees up to 6% of their salary. Company contributions to the plan amounted to
$625,000, $533,000, and $462,000, for the years ended September 24, 2005, September 25, 2004, and September 27, 2003, respectively.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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13. Employee Stock Ownership Plan

On September 14, 2000, the Board of Directors of the Company adopted a resolution establishing the Green Mountain Coffee, Inc.,
Employee Stock Ownership Plan (the “ESOP”) and the related Green Mountain Coffee, Inc., Employee Stock Ownership Trust (the
“Trust”). The ESOP is qualified under sections 401(a) and 4975(e)(7) of the Internal Revenue Code. All employees of the Company
with one year or more of service who are at least twenty-one-years of age are eligible to participate in the Plan, in accordance with the
terms of the Plan. The Company may, at its discretion, contribute shares of Company stock or cash that is used to purchase shares of
Company stock. Company contributions are credited to eligible participants’ accounts pro-rata based on their compensation. Plan
participants hired before January 1, 2002, become vestéd in their Plan benefits ratably over five years from the date of hire of the
employee. Plan participants hired after January 1, 2002, become vested in their Plan benefits after five years of employment.

In April 2001, a total of 12,500 shares were purchased at a cost of $197,000 in the open market and distributed directly to participants.
On April 16, 2001, the Company made a $2,000,000 loan to the Trust to provide funds for the open-market purchases of the Company’s
common stock. This loan bears interest at an annual rate of 8.5% and provides for annual repayments to the Company. The maturity
date of the loan is the last business day of the Company’s fiscal 2010 year. Between April 19, 2001 and August 21, 2001, the Trust _
purchased 73,800 shares of the Company’s common stock at an average price of $27.11 per share. The fair value of unearned ESOP
shares at September 24, 2005 and September 25, 2004, was $519,000 or $34.16 a share and $416,000 or $19.76 a share, respectively.

For each of the years ended September 24, 2005, September 25, 2004, and September 27, 2003, the Company recorded compensation
costs of $200,000 annually for contributions to the ESOP.

After the close of 2004 and 2003 calendar ye’ars, 10,121 and 9,940 shares were transferred from the unallocated ESOP pool of shares and
allocated to participants’ accounts, respectively. At September 24, 2005, 5,855 shares had been committed to be released to participants’
accounts at the end of the calendar 2005 year.

4. Deferred Compensation Plan

The 2002 Deferred Compensation Plan permits certain highly compensated officers and employees of the Company and non-employee
directors to defer eligible compensation payable for services rendered to the Company. Participants may elect to receive deferred
compensation in the form of cash payments or shares of Company Common Stock on the date or dates selected by the participant

or on such other date or dates specified in the Deferred Compensation Plan. The Deferred Compensation Plan is in effect for
compensation earned on or after September 29, 2002. As of September 24, 2005 and September 25, 2004, 98,284 and 99,004 shares of
Common Stock were available for future issuance under this Plan, respectively. As of September 24, 2005 and September 25, 2004, rights
to acquire 1,716 and 996 shares of Common Stock were outstanding under this Plan, respectively. ‘

.. Related party transactions

The Company uses travel services provided by Heritage Flight, a charter air services company acquired by Mr. Stiller, the Company’s
CEO, in September 2002. During fiscal 2005, 2004, and 2003, the Company was billed a total of $125,000, $129,000, and $295,000,
respectively, by Heritage Flight for travel services provided to various employees of the Company.

6. Commitments, Lease Contingencies and Contingent Liabilities

Leases

The Company leases office and retail space, production, distribution and service facilities, and certain equipment under various non-
cancelable operating leases, with terms ranging from one to twenty years. Property leases normally require payment of a minimum
annual rental plus a pro-rata share of certain landlord operating expenses. Total rent expense under all operating leases was $2,159,000,
$2,037,000, and $1,948,000 in fiscal 2005, 2004, and 2003, respectively.

The accompanying Notes to Consolidated Financial Staternents are an integral part of these financial statements.
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17.

Minimum future lease payments (net of committed sublease agreements of $56,000 for fiscal 2006, $56,000 for fiscal 2007 and $7,000
for fiscal 2008) under non-cancelable operating leases for years subsequent to September 24, 2005 are as follows:

Fiscal Year Ogeratiﬁ;g‘iéa{sveé
2006 $ 1,735,000

2007 1,184,000

2008 1,000,000

2009 ' 889,000

2010 793,000
Thereafter 3,460,000
Total minimum lease payments $ 9,061,000

Earnings Per Share

The following table illustrates the reconciliation of the numerator and denominator of basic and diluted income per share from
continuing operations computations as required by SFAS No. 128 (dollars in thousands, except share and per share data):

" Yearended
September 24, 2005  September 25,2004 September 27, 2003

Numerator - basic and diluted earnings per share:

Net income - $ 8,956 $ 7,825 $ 6,266
Denominator:

Basic earnings per share - weighted average shares outstanding 7,192,431 7,004,605 6,859,709
Effect of dilutive securities - stock options 474,401 404,821 400,096

Diluted earnings per share - weighted average shares outstanding 7,666,832 7,409,426 7,259,805

Basic earnings per share $ 1.25 $ 1.12 $ 0.91
Diluted earnings per share $ 1.17 $ 1.06 $ 0.86

For the fiscal years ended September 24, 2005, September 25, 2004, and September 27, 2003, anti-dilutive options of 2,000, 105,000, ar
111,000, respectively, have been excluded from the calculation of EPS because the options’ exercise price was greater than the market
price of the common shares.

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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r; 18. Unaudited Quarterly Financial Data

The following table presents the quarterly information for fiscal 2005 and fiscal 2004 (dollars in thousands, except per share data). All
quarters presented are made of 12 weeks except for the first fiscal quarters of fiscal 2005 and fiscal 2004 which comprise 16 weeks each.

Fiscal 2005 © January 15,2005 April9,2005  July2,2005 September 24,2005
Net sales $ 50,357 $ 36993 $ 37,782 $ 36,404
Gross profit $ 17,823 $ 12,943 13,691 $ 12,518
Net income $ 2,406 $ 1,90 § 2,155 $ 2,435
Earnings per share:
Basic $ 0.34 $ 027 $ 030 $ 0.33
Diluted $ 0.32 $ 026 $ 028 $ 0.31

Flscal 2004 N ) S Vvilianuar”y }7, 2004 ) » _z}p_rll 10, 2004 - July 3, 2b04 Sgptgmber 25, 2004
Net sales $ 43,285 ‘ $ 31,058 $ 31,347 $ 31,754
Gross profit $ 17,277 $ 11,946 $ 12,667 $ 12,194
Net income $ 2,599 $ 1,315 $ 1,906 $ 2,005

Earnings per share:
Basic $ 0.37 $ 019 $ 0.27 $ 0.29
Diluted _ $ 0.35 $ 0.18 $ 0.26 $ 0.27

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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Schedule II - Valuation and Qualifying Accounts for the fiscal years ended
September 24, 2005, September 25, 2004, and September 27, 2003

Al Sy N L

~ Additions

Balance at Charged to Charged to Balance
Beginning of Costs and other at End of |

Description Period Expenses Accounts Deductions Period

Allowance for doubtful accounts:
Fiscal 2005 $ 481,000 $ 315,000 - $ 252,000 $ 544,000
Fiscal 2004 $ 439,000 $ 253,000 - $ 211,000 $ 481,000
Fiscal 2003 $ 351,000 $ 397,000 - $ 309,000 $ 439,000
Obsolete inventory valuation allowance:

Fiscal 2005 $ 166,000 $ 293,000 - . $ 326,000 $ 133,000
Fiscal 2004 - $ 148,000 $ 130,000 - $ 112,000 $ 166,000
Fiscal 2003 $ 234,000 - - $ 86,000 $ 148,000

The accompanying Notes to Consolidated Financial Statements are an integral part of these financial statements.
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our corporate offices or email: Investor.Services @ GMCR.com.

Listing Internet

NASDAQ: CMCR Please visit our website at www.GreenMountainCoffee.com

Catalog

To obtain a copy of our mail order catalog, please call [888] TRY-GMCR, or visit us online.

Stockholders Discount

To be set up for your 10% stockholder discount, place your first order by calling

[800] 223-6768. After you are set up, future orders may be placed via phone or website.
Reference code H355 STCK when placing an order.

Discount applies to all non-sale merchandise.
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